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European Central Bank 
Will the federal structure 

prove workable? 

Page 2 
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Scientist-provocateurs 
Claiming an authority 
beyond liieir expertise 
Viewpoint, Page 12 



Turner In the Alps 
The young artist at 
his most impressionable 
Page 15 


Corporate finance 
Year of mergers 
forged from fear 
Peter Martin, Page 17 


WORLD NEWS 


UN struggles to 
forge united 
policy on Iraq 

The United Nations Security 
Council was struggling last night 
. to forge a new policy to contain 

Iraqi president Saddam Hussein 
and haal sharp divisions among 
its members. Kofi Arman, UN 
aacretary-general, hinted that 
resolving the differences gener- 
ated by the American and British 
i military action against Iraq could 
be a tong process. Page 18; Iraq 
coUd defy tougher sa nctions 
fine. Page 3; Franco's special 
retotionahip. Page 16 

Italy set to cut interest rates 
The Bank of Italy is expected to 
make a final cut in its discount 
rate between now and the end of 
the year in the last move towards 
Interest rate convergence among 
the 11 countries forming the 
European single currency on 
January 1. Europe, Page 2 

Chinese dfestabmt Jailed 
China sentenced Xu Wenfl, the 
most prominent dissident stiH 
within its borders, to 13 years In 
Jail after a trial for subversion 
tasting three hours. Aata-PacHte, 
Page 5; Editorial Comment, 
Page 17 

India and Russia skpi pact 
India and Russia signed a 
10-year mffitary and technical 
co-operation pact, plus a number 
of other agreements, during a 
visit to India by Russian prime 
minister Yevgeny Primakov. 
Internat io nal, Page 6 

Ex-preskleots cal for censure 
Former US presidents Jimmy 
Carter and Gerald Ford dried for 
BiH Cfinton to be censured as an 
aft amat i va to a full trial following 
his impeachment by the House 
of Representatives. The Ameri- 
cas, Page 4; Letters, Page 18 

Mexican soMars protest 
A group of Mexican sokhers 
launched unprecedented public 
protests against economic contfl- 
tions, coinciding with a visit by 


uans, oofncKJuiy wiui bi vrh* wy ■ ; J_T|t1Tllf1|fljPnnpJ? f t.~ JL. - 

Chdvez. The Amerkte< Page 4 ----- '* 

Malaysian ntafster ‘bourted ansri* 

Anwar Ibrahim, Malaysia^ 
sacked deputy prime minister, 
courted arrest In order to make 
himself a martyr, claimed culture 
minister Sabbaruddin Chflc 
International, Page 8 

Hoag Kong experiences deflation 

Hong Kong's inflation rate turned 
negative last month for the first . 
time since 1975. The composite 
consumer price index slwank 0.7 
car cent year-on-year In Novem- 
ber. Asia-Paciflo, Page 5 


Penmbts take key province 
Argentina's mRng PeronJste won 
a surprise election victory in the 
key province of Cfirdoba, which 
has given the paly a boost 
ahead of next year’s presidential 
elections. The Americas, Page 4 

Rial uric* doubles hi Ntaria 

The price of foal In Nigeria more 
than doubled after the govern- 
ment removed controls hr a move 
aimed at easing shortages, dis- 
couraging smuggling and ending 
subsides. International Page 6 

Hungarian ra8 strike ■ ■ 

Hungary’s main raflway workers^ 
union says It win go ahead with a- 
- two-hour strflre today after 
j^engtoa drivers held a simitar 
stoppage yesterday. 

Smart Mmo upsets taxi drtwre 

Taxi drivers In Stuttgart objected 
to a promotion in which people 

ware encouraged to flag down 
eruteing mkaro-compsict Smart 
cam for free rides* 


BUSINESS NEWS 


America Online’s 
value exceeds $50bn 
on Dell link-up 

America Online, largest provider 
of Internet services in the US, 
saw its market value rise abovB 
$50bn forth© first time alter it 
announced a Unk up with Deft, 
aacond largest personal com- 
puter manufacturer in the US. 
Companies and markets, 

Page 18 ■ 

(bulla, Japanese car and 
motorc ycle group, announced a 
prototype of a hybrid sports car 
it claims to be one of the 
most fuel-efficient vehicles . 

In the world. The group ariso 
confirmed it hoped to return to 


Formula One motor racing. 
Companies and markets, 

Page 19 

Rutegas, German gas group, said 
it intended to raise Its stake in - 
Russia’s Gazprom to 4 per cent 
following Its purchase of a 2 J> 
per cent stake ait the weekend. 
European news. Page 2 

Swiss Re, one of the world's 
largest reinsurers, is to buy Fox 
Pitt, Kelt on Group, London- 
based investment bankingbou- 
tique that spedafees in insur- 
ance and- financial services. . 
International companies, 

Page 20 

The Dow Jones Industrial Average 

efimbed back above 9,000 in 
early WaG Street trading as 
investors piled back into equities. 
World stocks. Page 38; London 
stocks, Page 32 

Japanese government bond print 

tumbled amid concern that the 
country would face difficulty 
funding its spending packages. 

Page 16 

KFIK, global professional 
services firm that Is considering 
an Mttal pubfic offering of 20 per 
cent of its consisting business, 
announced 1998 tees of $1fi.4bn 
- up 1 5 JB per cent bn the previ- 
ous year. Intaroatipn^ com- 



cent%vearty NewYotk trading 
tayestortantidptajad'tee bjunch. 
of a bfomuterproducHrom - 
theUSbtotedinoiQgycompany. 

Companlee and nteriistB, 

Page 18 - 

The London GlMring Hoots, the 

weald's fastest growing body for 
clearing trades in financial Instru- 
ments, ptans to offer a clearing 
service to the European repos 
market Companies end mar- 
kets, Page 19 

Bank of Tokyo MHnddri d. Japan’s 
largest, is to issue Y244£bn 
($2.1 bn) in preferred shares to 
January to strengthen its capital 
base. International companies. 
Page 20 

Old Mutual, South African life 
assurer that ptans to demutu- 
alise, said it might bid to buy 
control of M under Capital Man- 
agement, Detroit-based asset 
manager, for aroisid 5200m. 
Intemationri companies. Page 
21; Comment; Page 22 

Rexam, the UK’s largest quoted 
packaging and printing group, 
soft ite corrugated board busi- 
ness to SGA of Sweden for 
El 95m (5324m). Companies and 
markets. Page 19 
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unveils ‘hit 

’ over EU 





US threatens ‘$59Pm’ sanctions in 
response to banana import regime 


By Buy de JonqoHres b Loudon, 
Bril Baclday in BratMls aud 

in Banava 


The dispate, between the US amt 
the European Unioti over tratte In 
bananas escalated yesterday after 
w««Mnfluw> a ubHabed a ffnwi hst 
of EU -exports on which it is 
thraatsnlng xetaHatory sanctloiis 
from early Fetiruary. 

Sr Lean Britten, EU trade com- 
mlsstoner, called the US action 
“ unflat araMsm at its wrest'’. He 
said the EU was fliy«Toratiiig tts 
Worid Trade OrganlsatJon chal- 
lenge to US section 901 trade leg- 
islation, on which the threatened 
sanctions are based. 

The US would not give the 
value of the EU exports threat- 
ened. But tiie Commission said 
they were worth EcuSOim 
($5 90m) annually, of which 
RmiiBm are British. 

Brussels prat the value of other 
countries' exports subject to 
sanctions at EculOSm for Italy, 
Ecu95m for Trance and EcuTOm 
for Germany. Exports from Den- 
mark tiie Netherlands were 
because they had not 
supported the Ell’s banana 
import regime. 

A WTO disputes panel last year 
qphflM a complamt by the US 
and five American coun- 
tries against the regime, which 
favours Imports foam former Brit- 
ish and French colonies in 
bean and the 


Although the EU is modifying 
tie regime, Washington says it 
still dpt* not comply with WTO 
rutos^and discriminates against 
US -distributors of Latin Ameri- 
can bananas. 

Yesterday's US sanctions list 
covers .16 types of EU export, 
including biscuits, candles, chan- 
deliers, cashmere clothing, coffee 
makers and handbags. 

Washington may add pork and 


other agricultural products to the 
sanctions. Peter Scher. US special 
trade ambassador, pda prod- 
ucts were chosen to maximise 
pressure on the EU, while limit- 
ing damage. to the US economy, 
and are designed to match the 
annual cost to the US Of 
EU restrictions on banana 
imports. 

The US plans on January 21 to 
seek WTO authorisation to put 
sanctions Into effect on February 
2. 

Imposition would be delayed 
until March s if the EU requested 
WTO arbitration on the value of 
exports covered 

Mr Scher added that the US 
would suspend the threat if the 
EU agreed to negotiate directly. 
But the Commission said his pro- 
posal was "premature”, because 
no WTO panel had ruled against 
the amended regime. 

Meanwhile, the WTO yesterday 
again, failed to fwtahfiH h a dis- 
putes panel to review conformity 
of the revised regime. But a panel 
looks certain to be formed in 
early January, with 90 days to 
. report on its findings. 

Requests for a panel came from 
the EU and Ecuador. Although 
there was no consensus to estab- 
lish a panel, a second formal 
request - expected in the week 
of January 4 - could not be 
blocked. 

The EU said it supported the 
Ecuadorean requrat, but Jamaica 
and thePhflij^jines objected. The 
two countries, with the US and 
its Latin American allies, 
opposed the EU*s request, whose 
wording has caused much 
confus io n. 

EU officials said it was asking 
for its - banana regime to be 
reviewed and not, as the US and 
other members had inferred, for 
the panel to endorse the arrange- 
ment unless it was challenged in 
the WTO. 


IMF cuts world 
growth forecast 


By Robert Cbola, Economics Edtor 


The International Monetary Fond 
yesterday cut its forecast for 
world economic growth next 
year, but said the risks of a 
g|nh>i recession, ha d , ftwniTrfn!n Bfl_ 
In an update of its twice-yeariy 
World Economic Outlook, the 
Fund predicted that the world 
ny would grow by 22 per 


cent next year. In October It had 
predicted ZS per cent; and a year 
earlier it had forecast a 4.4 per 
cent growth rate for 1999. 

“The modest scale of the fur- 
ther dow n w ar d revision . - . may 
reasonably be viewed as indicat- 
ing tb«t the global economic situ- 
ation and near-term prospects 
have begun to stabilise, ” it said. 

Bnt ihe Fund added that the 
supply of funds to most emerging 
markets ; bad . been sharply 
reduced, while conditions in 
world financial markets 
remained fragile. ' 

*Tt would therefore be prema- 
ture.to consider the dfiBcnhya to 
be over.” 

The Fund said central banks 
should be ready to cut interest 
rates further, if necessary, to 
ward off global recession. It 
described* the recent concerted 
reduction In euro-xone Interest 
rates as “timely” and said there 

was scope for more cuts if growth 
prospects weakened further. 

The outlook for interest rates 
in. the US was finely bala n ce d , 
with growth expected to halve to 
Ijj per cent next year, versus the 

per cant forecast in October. 

"It would now secsn appropri- 
ate for the Federal Reserve to 
pause . before . taking further 


action, while being prepared both 
to ease again if US growth pros- 
pects deteriorate significantly, 
and to tighten if Inflationary 
pressures increase”. 

The Fund also warned that US 
share prices had returned to lev- 
els that looked nnmigtgfngMp . 

The downward revision to 
world growth was relatively mod- 
est But the figures included big 
downward revisions for the econ- 
omies of Japan, Brazil and Rus- 
sia. Expected net private capital 
flows into (Bworging markets next 
year have also been revised down 
by a third to SSObn. 

Growth forecasts for all the 
Group of Sevan leading industrial 
countries have been reduced, 
with Germany cut from 25 to 2 
per cent and Italy from 25 to L9 
per cent. The . euro-zone as a 
whole is expected to show growth 
of 24 per cent 

Growth in. Latin America Is 
expected to be Just 15 per cent 
next year, with the Brazilian 
economy shrinking by 2 per cent 
Forecasts for world trade growth 
have also been reduced, from 4.6 
to 4.4 per cent. 

To quantify the downside risks 
to tts central forecast, the Fund 
outlined a more gloomy scenario 
in which stock markets would 
foD 13 per cent over the coming 
year, the dollar would depreciate 
by 10 per cent and net private 
sector capital flows to emerging 
markets would be $75bn lower 
than, projected. This would cot 
global growth by L3 percentage 
points to 05 per cent 

tiff reduces gpwfli rate, 
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Peace deal delay likely as 
elections are called in Israel 


By Judy Dempsey and AvI MacbUs hi 
Janneta 


The Middle East peace process 
faces months of delay after 
Israel’s parliament last night 
voted overwhelmingly to dissolve 
itself and call new elections. 

After intense debates and last- 
minute efforts to form a govern- 
ment of national unity, 81 of the 
120 deputies in the Knesset voted 
tor early elections, 80 opposed, 
four abstained, and five were 
absent. L> 

The decision means further 
implementation of the Wye peace 
accord with the Palestinians will 
he put' an hold until at least the 
spring. 

A special committee win meet 
next week to decide the date of 
the poll, which could be held any- 
time within the next several 
months. 

Benjamin Netanyahu, Israeli 
prime minister, bwfl been fi ghting 
to win support for halting the 
peace process, while senior mem- 
bers of Ids governing coalition 
said their alliance had disinte- 
grated and that *h« gov e rnm ent 


was “on its last legs" and that 
they would vote to dissolve the 
Knesset. 

However, Aryeh Deri, leader of 
Shas, the powerful ultra-Orth o- 
dox party in the coalition, had 
been trying to secure a behind 
the scenes deal in a last- minute 
bid to avert early elections. He 
called on Mr Netanyahu and 
Ehud Barak, leader of the opposi- 
tion Labour party, to join In a 
gPverm ppQt of national unity. 

Mr Barak told MPs: *T say with 
.pain that In the situation created 
today, when we are an the first 
reading for a pprovin g the law for 
advancing elections . . . that the 
correct way is to go to early elec- 
tions." He rejected any call for a 
national unity government, and 
coalition MPs said the govern- 
ment could no longer forge a last- 
minute compromises to remain 
to power. 

The ball to dissolve parliament 
needed a simple majority of 120 
MPs to succeed, setting, to motion 
a timetable for new elections to 
be held to 60 to 100 days. Sched- 
uled elections are due in mid- 
2000. 


The dissolution bill requires 
two further votes. But political 
analysts earlier said there would 
be no turning back once the 
momentum was set after the first 
vote. The freezing of the peace 
process increases the problems of 
Yassir Arafat, president of the 
Palestinian Authority, who will 
be hard-pressed to contain the 
frustration that in recent weeks 
has erupted into violent protests 
against Mr Netanyahu’s policies. 

Last night’s vote was arginally 
called by Mr Netanyahu, who at 
the weekend imposed several 
conditions on the Palestinians 
before he said Israel would con- 
tinue with the Wye accord, 
signed by Netanyahu in October. 

“Most Of the people support our 
policies," Mr Netanyahu said dim- 
ing an intense Knesset debate, 
amid heckles from his own coali- 
tion members, some of whom 
oppose any exchange of land tor 
peace with the Palestinians. Oth- 
ers resent how Mr Netanyahu 
has bowed to the ultra-Orthodax 
and nationalist parties. 

Ulba-rtgM poshes Het an y ahn , Page 3 
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Ruhrgas plans to raise Gazprom stake 


By John Thornhill tn Moscow 

Ruhrgas, the German gas 
group, yesterday said it 
, intended to raise its stake in 
Gazprom to 4 per cent and 
would extend its current 
contracts with the R ussian 
gas supplier by another ID 
■years to 2030. 

The announcement 
followed Ruhrgas’s purchase 
of a 2.5 per cent stake in 
Gazprom at the weekend for 
2860m - the biggest strategic 
investment in Russia this 
year. 

Burckhard Bergznann, 


Ruhrgas’s vice-chairman, 
said the deal would 
strengthen his company's 
position in the German 
energy market as the 
country phased out nuclear 
power and increasingly 
switched to gas. 

“The largest gas producer 
in the world will guarantee 
one-third of our needs until 
2030. And they will do so 
flexibly so that we adjust the 
volumes according to market 
demand, M he said in an 
interview. 

Ruhrgas also announced 
plans to set up a joint 


venture company with VEP 
Gazexport. Gazprom's gas 
export business, to buy an 
additional 1.5 per cent of the 
Russian gas monopoly’s 
equity. 

But Ruhrgas. which will 
provide the cash to buy the 
shares, will in effect end up 
owning the stake. 

Mr Bergmann said 
Ruhrgas and Gazprom knew 
each other extremely well, 
having signed their first 
joint contract in 1970. 

Ruhrgas viewed its stake 
as a long-term investment 
and had agreed not to sell its 


shares for at least five years, 
he said. 

The $660m price tag for 
the 2L5 per cent shareholding 
represents a large premium 
to Gazprom's total market 
value of S2.6bn based an its 
domestic share price. But Mr 
Bergmann said the sale price 
was still low by 
international yardsticks, 
equivalent to about $2 per 
barrel of oil. 

Rem Vyakhirev, 
Gazprom's chairman, 
welcomed the appearance of 
a “serious buyer" on his 
company’s share register but 


dismissed the price as 
“peanuts". 

Boris Sinegubko, energy 
analyst at Brunswick 
Warburg, a Moscow-based 
investment bank, said the 
sale of the Gazprom stake 
oould signal the start of a 
new and more open era of 
privatisation in Russia. 

“Previously, the 
government sold companies 
to their friends for no 
money. But this is the first 
auction where they have 
sold a stake to a foreign 
strategic Investor at above 
the market price," he said. 


The sheer size of the deal 
will have a big impact on the 
government's finances. 
Government officials said 
they would immediately use 
the money, which they 
expect to receive this week, 
to pay off arrears to public 
sector workers and 
pensioners. 

But the central hank has 
had to make special 
provision to handle such a 
large inflow of hard 
currency - the equivalent of 
almost one month’s budget 
revenues or about 8 pa- cent 
of total money supply. 


heads for ECB ’ S VOteS SyStem 

new debt gives a big stick 
default to the ‘outsiders’ 


Europe's central banks: en route to the euro 


By Arkady Ostrovsky in London 


Russia is heading for a 
technical default on the 
$22bn of commercial debt it 
inherited from the Soviet 
Union, after falling to per- 
suade enough bank creditors 
belonging to the London 
Club of creditors to accept 
its restructuring plans. 

Mikha il Kasyanov, deputy 
finance minister, said yester- 
day that so Car only 72 per 
cent of creditors bad 
accepted the government’s 
proposals, falling well short 
of the 95 per cent needed for 
approval. 

It was unlikely, he added, 
that Russia would now reach 
its target by December 29. 
when the deadline expires, 
allowing foreign creditors to 
declare the debt in default. 

However. Mr Kasyanov 
said that the probable 
default would have only a 
limited fallout on other 
forms of sovereign debt, 
because technically the 
restructured commercial 
debt had been issued by the 
state-owned bank for foreign 
.economic relations. 

“This will not be a default 
or the Russian Federation 
but or Vneshekonombank, 
which is the payment 
agent," he claimed. 

. Earlier this month, Russia 
failed to make a $73 4m cou- 
pon payment on the S22bn of 
principal debt known as 
PRINs. Instead, it offered to 
issue new Interest Arrears 
Notes CIANs) to cover its 
cash interest payments on 
PRENs. 

Economists said that the 
London Club's probable 
rejection of the govern- 
ment’s restructuring offer 
showed how low confidence 
had Tallen in Russia, follow- 
ing the effective default on 
its domestic debt market in 
August. 

Richard Gray at the Bank 
of America said investors 
might be unwilling to accept 
Russia's offer because the 
issuance of mare lANs 
would only erode the value 
of existing ones. 

Markets had in effect 
already discounted the 
default on the PRINs, given 
that they were trading at 
less than 6 cents on the dol- 
lar. he added. 

“Russia is trying to extend 
the principle of barter trade 
to the world of capital mar- 
kets and pay with new secu- 
rities since it cannot pay 
cash." Andrew Kenningham 
at Merrill Lynch said. 

"But there is no reason 
why people should accept 
more debt in place of cash." 

Analysts said one of the 
main problems In the negoti- 
ations with the London Club 
was that the investor profile 
of the noteholders was sub- 
stantially different from the 
time when the Soviet debt 
was originally restructured. 
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National bank governors could form an 
even bigger majority on the bank's ruling 
council, writes Wolfgang Munchau 
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On January l.coRni banks In 11 camtriw^becorw part of ^ Europe SystE® of ContraiBante. ■ 
TMste the latest stage in a aeries of changes taking to monetary itton, 

Cotntry Central . ■- MtaflittpenM . Nunriwof ’• Ctamac 

be* founded 


T he Frankfurt-based 

European Central Bank 
(ECB) is the institu- 
tional heart of economic and 
monetary union, but this is 
only half the truth. 

The real power to Europe’s 
new monetary regime is the 
European System of Central 
Banks (ESCB), made up of 
not only the ECB but also 11 
national central banks. 

The national banks play a 
central role in the ECB’s 
governing council in Frank- 
furt and the monetary 
operations through which 
the bank carries out its pol- 
icy. But central banking 
experts believe that the sys- 
tem is too decentralised, and 
will become more concen- 
trated at the ECB over time. 

Decentralised central 
banking systems are not 
rare, and include both the 
Bundesbank in Germany 
and the Federal Reserve in 
the US. But in both cases, 
the centre carries greater 
weight than the periphery. 
In Germany, the state cen- 
tral banks are subsidiaries of 
the Bundesbank. 

In the European system, 
national central banks are 
not subsidiaries of the ECB. 
Instead, they are its share- 
holders. They are also larger 
than the Frankfurt-based 
ECB. together employing 
some 60,000 staff compared 
with the ECB’s 500. 

The six members of the 
ECB’s executive board who 


serve on the 17-member ECB 
governing council are out- 
numbered by the 11 national 
governors on the council. 
While votes rarely break 
down along the lines of “out- 
siders versus insiders”, the 
voting structure ensures 
that the outsiders are 
extremely powerful. 

IT the number of partici- 
pants in European economic 
and monetary union 
increases, the national bank 
governors will form a still 
larger majority. 

The national banks will 
also be in charge of opera- 
tional aspects,' including the 
regular money market 
operations through which 
central banks inject liquidity 
into the financial system. 

'Hie national banks want 
to keep this role, even in the 
face of pressure to centralise 
the ECB. They Jealously 
guard their right to conduct 
money market operations, 
partly to protect their local 
financial markets. Concen- 
tration or money market 
operations in Frankfurt or 
London might damage the 
smaller financial centres. 

Senior ECB officials 
believe that the system will 
become more centralised 
sooner or later. This does 
not necessarily imply that 
the ECB will gather more 
responsibilities for itself. 
The execution of monetary 
policy could be concentrated 
in one or two national 
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banks: perhaps the Bundes- 
bank. or the Bank of 
En gland if and when the UK 
joins the euro-zone. 

Such an issue touches on 
the sensitive issue of finan- 
cial markets and the institu- 
tions themselves. Many 
national banks are thought 
overstaffed. If they were to 
lose some of their labour- 
intensive operational depart- 
ments, they might find it 
even harder to justify cur- 
rent staffing levels. 


lu wfcWs * t* Ban ft Sm tote ton nK 

The ECB will also lack the 
role of a lender-of-last-resort, 
as prudential supervision 
remains the prerogative of 
national supervisory bodies, 
located in the national cen- 
tal banks, or in separate 
banking supervisory bodies. 

The ECB’s main role is to 
provide a co-ordinating 
mechanism and supply 
national supervisors with 
cross-border information. 
Experts believe that the ECB 
will ultimately have to 


Bundesbank learns modesty 


By Wolfgang MOncftau 
in Frankfurt 

The start of European 
economic and monetary 
union in 10 days marks the 
end of a short but remark- 
able time during which Ger- 
many's Bundesbank, guard- 
ian of the D-Mark, emerged 
as Europe's de facto central 
bank. 

Some called it the most 
successful central bank ever. 
While perhaps not the first 
independent one, it pio- 
neered central banking inde- 
pendence as no other has 
managed to do. The Bundes- 
bank does not disappear on 
January 1. But it does give 
up the power for which it 
won this fame. 

Like the other national 
central banks of the 11 coun- 
tries adopting the euro, it 
will keep many of its old 
technical responsibilities 
and most of its staff. But its 
president bolds only one 
vote out of 17 on the govern- 
ing council of the new Euro- 
pean Central Bank, which 
will set interest rates for the 
new currency. 

This new modesty will be 
unfamiliar to those who 
have witnessed the frenzy 
surrounding the regular bi- 
weekly Bundesbank council 
meetings. 

Journalists would huddle 
In overcrowded anterooms to 
await the briefest of state- 
ments indicating whether 
interest rates had been 
moved or not. Press confer- 
ences by Hans Tietmeyer, 
the bank's president, regu- 
larly made front-page head- 
lines the next day. More 
recently, these events were 
broadcast live on television. 

Media interest in the 
Bundesbank peaked during 
the crisis of the exchange 
rate mechanism in 1992 and 
1993. when the British pound 
and the Italian lira were 
forced out of the system and 
the narrow fluctuations had 
to be abandoned. 

The UK government 
blamed the Bundesbank’s 
high-interest policies for the 
crisis. But the bank retorted 


that it was merely fulfilling 
its obligations: to secure 
domestic price stability. 

The Bundesbank never 
quite lived up to its admir- 
ers’ exaggerated claims. It 
was a relatively successful 
central bank, but the 50 per 
cent hit rate for its monetary 
target range was by no 
means impressive ot unique. 
The truth is that Germany’s 
inflation performance was 
good (very good by continen- 
tal European standards), but 
not significantly so com- 
pared with the US or Japan. 

The bank's location in a 
concrete building in a drab 
northern suburb of Frank- 
fort calls to mind the fond- 
ness German bankers have 
of saying that a central 


Otto PohL its president from 
the late 1970s to the early 
1990s. was humiliated by 
Chancellor Helmut Kohl 
aver terms for monetary uni- 
fication between east and 
west Germany. 

Mr POhl proposed an 
exchange rate of one D-Mark 
to two Ostmarks, but was 
instantly overridden by Mr 
Kohl, who offered a 
one-to-one rate. A year later 
(1991), Mr POhl resigned In 
protest at Mr Kohl’s han- 
dling of the situation. 

In the 1990s, the Bundes- 
bank arguably lost the big- 
gest battle of all: the move to 
European economic and 
monetary union (Emu). But 
the central bank's senior 
staff were divided over 


monetary targeting. Under 
this, a central bank set a tar- 
get range for the growth of a 
chosen monetary aggregate, 
such as M3, a measure of 
broad money. 

In reality, the Bundesbank 
was never a pure monetary 
taigeter. and acted much the 
same as other central banks. 
But it was able to keep op 
appearances of being a rule- 
based central bank. 

The ECB also tries to keep 
up the pretence of monetar- 
ism, the theory that says 
money causes inflation after 
some time-lag. This has led 
central banks to specify a 
monetary range as an inter- 
mediate target aimed at con- 
trolling’ future inflation. . 

Unlike the Bundesbank, 
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bank's power is in inverse 
proportion to its headquar- 
ters’ architectural style. 

Established in 1957, the 
Bundesbank had two prede- 
cessors: Bank Dentscher 
Lender, the German states' 
highly ‘‘decentralised” cen- 
tral bank set up in 1955, and 
the Reichsbank. 

The latter, founded in 1876, 
oversaw the hyperinflation 
of the early 192 os. then 
marched in the opposite 
direction by adopting a bru- 
tally tight monetary policy 
that triggered the German 
banking system’s collapse 
and the ensuing depression. 

The Bundesbank's story 
has not been all success. It 
has had many bitter confron- 
tations. not least when Karl 


Emu’s benefits and disad- 
vantages. Several central 
bankers, including promi- 
nent members of the Bund- 
esbank council, privately 
sever left any doubt about 
their personal opposition. 

The case of Emu has 
shown that the Bundesbank 
was not a dark and schem- 
ing political force, but a 
group of dutiful civil ser- 
vants who would never have 
dared sabotage a project 
imbued with such historical 
importance by Germany’s 
political elite. 

In the end, many econo- 
mist s would define the 
Bundesbank not in terms of 
its ultimate success in ach- 
ieving price stability, but in 
terms of its commitment to 


the ECB set a monetary ref- 
erence point, a significantly 
weaker policy parameter 
than a monetary target. 
Many experts believe that 
this win only last daring a 
transitional period, before 
giving way to the more mod- 
ern method of direct Infla- 
tion targeting, as practised 
in the UK and Sweden. 

Despite the pretence of 
continuity, the ECB will ulti- 
mately have to gain its own 
Identity, in terms of policy 
strategy and how It operates. 
Emu will probably end up 
ha ving sped the demise of 
old-fashioned monetarism. 
But despite its flaws, the 
Bundesbank will stay a 
benchmark against which 
the ECB will be measured. 


develop its own banking 
supe rvi sor y functions, espe- 
cially as the ffnanraal sector 
wiU operate inensastogiy on 
a Europe-wide basis. 

The present division , of 
labour marks only the begin- 
ning of an evolutionary pro- 
cess. But the ESCB will stay 
a highly decentralised net- 
work at heart. This may not 
always be the most efficient 
way to operate, but there is 
no reason to assume it is 
dysfunctional as a result 

Italian 
rate cut 
forecast 

By James BBtz in Rome 

The Bank of Italy is expected 
to make a final cut in its 
discount rate between now 
and the end of the year in 
the last move towards inter- 
est rate convergence among 
the 11 countries forming the 
European single currency. 

But there is still uncer- 
tainty over the exact level to 
which Antonio Fazio, the 
Bank’s governor, will reduce 
the discount rate, currently 
at 3.50 per cent. 

Two weeks ago. Mr Fazio 
triggered unease inside the 
European Central Bank 
when he failed to reduce the 
discount rate - which sets 
the floor for all Italian offi- 
cial rates - to at least 3 per 
cent He was the only cen- 
tral banker in the states join- 
ing the euro to do this. 

However, some economic 
analysts believe he may 
decide to reduce the dis- 
count rate floor to 2J> per 
cent 

This would leave Italy’s 
variable repurchasing rate at 
around 3 per cent, the same 
as the main intervention 
rate for all other European 
countries. 

The precise level to which 
Mr Fazio reduces the dis- 
count rate will probably 
depend ou the level at which 
the European Central Rank 
today fixes for the first time 
the deposit facility rate, 
which will act as the floor 
for euro interest rates. 

The ECB’s governing 
council could reduce the 
deposit facility rate to per 
cent; the same level as the 
Bundesbank’s discount rate 
floor. 

But it could opt inctaafl for 
a narrower “corridor" 
around the 8 per emit repur- 
chasing rate for the euro. 

The Italian discount rate 
will act as a starting point 
for Italian banks for the cal- 
culation of bank lending 
rates and. some mortgages in 
future years. 


NEWS DIGEST 

TURKEY IN PARLIAMENTARY UM BO 

Ecevit abandons efforts 
to form coalition 

Bdtent Ecevit, the veteranTurkisMef^^ectiay 
abandoned his efforts to 
Mr Ecevit, who had been fomtally ***fF£*?J?* 
dent to form a new aovemmert, tfwpow 

vacuum was helping the main opposition tetemots ahead 

of general elections set for April next year. ■ _ 

Turkey has not had a stable administration since a ten- 
tight coalition collapsed in 1995. A series ofweak coaH- 
fions since then has presided over Turkey s wtraigemerit 
from Europe and a bitter conflict with Kurdish rebels. Mr 
Ecevit hosted three weeks of government talks with party 
leaders which highlighted the factional fights and personal 
rivalries that plague Turkey's parliament. 

Any new government would only be a stop-gap measure 
to take the country to the April ejections. Polrtfcai loaders 
have unffl mkWanuaiy to break the government togjon. 
After that, the president Is empowered to dissolve parlia- 
ment and appoint his own prime minister in a temporary 
coafition government which would give the Islamist Virtue 
party the largest slice of power. 

The crisis has hindered Turkey’s efforts to secure the 
extradition of Abdullah Ocaten, tha Kurdish rebel chief, 
from Italy where he was arrested in November but later 
freed. Neuters, Ankara 

HJ POLLUTION MEASURES 



New environment directive 

Emissions of gas and particulate pollutants from new 
trucks and buses will have to be cut by at least half by 
2005 In the European Union under measures approved 
yesterday by environment rn'mlstere. 

Austria, the EU's president, said the measures, mostly to 
be implemented by 2005. would lead to a rise in vehicle 
prices of up to 4 per cent but would produce big health 
improvements. 

The biggest target of the directive will be particulates - 
tiny particles of soot which exacerbate respiratory ill- 
nesses. 

Michael Meacher, UK environment minister, said cutting 
maximum particulates emission from 0.15 to 0.02 
grammes per kilowatt hour by 2005 would reduce the 
thousands of premature deaths caused in the UK by 
vehicle poflution. 

Yesterday’s directive will also cut emissions of carbon 
monoxide, nitrogen oxide, methane and hydrocarbons. 

The directive is the latest to emerge from the BJ’s 
so-called ■. auto-off" programme, a research collaboration in 
which the European Commission and the vehicles and oil 
industries participated. 

Earlier proposals agreed by the EU's 15 countries and 
parliament will force a reduction In emissions from passen- 
ger cars and light vans. The heavy duty proposals, which 
must also be approved by parliament, set standards for 
diesel and gas-powered Wildes over 3.5 tonnes or nine 
seats, mainly in two phases from 2000 and from 2005. 
Michael Sntith, Brussels 


TIGER CO MBAT HELICOPTERS 

France, Germany delay signing 

Ranee and Germany have postponed for at least six 
months the signing of an order for 160 Tiger combat heli- 
copters worth over FFr20bn ($3.6bn) . 

Alain Richard, French defence minister, said after a 
meeting with Rudolf Scharping, his German counterpart 
that the two sides hoped to reach agreement in mid-1999. 

Mr Richard gave no reason for the decision, which will 
come as a Wow to Eurocopter, the Franco-German heli- 
copter company. However, French sources were quoted 
as saying it was linked to a review of military equipment 
programmes ordered by the new German government But 
Mr Scharping said the Tiger programme was guaranteed. 

The German government has ordered an audit of the 
country’s armed forces to be completed by the end of the 
first quarter of next year. After that a commission is to be 
established to conduct a review of Germany’s future 
defence strategy. 

David Owen, Paris and Frederick StOdemann, Bonn 


GE RMAN T RADE _ 

Figures confirm slowdown 

The slowdown in German foreign trade was confirmed 
yesterday when the country’s federal statistics office 
released figures showing a marked decline In export 
growth In the third quarter. 

The impact of the financial crises in Asia, Russia and 
Latin America depressed export growth to 3.1 per cent 
compared with the third quarter in 1997. in the first and 
seoond quartos of 1998, year-on-year growth in exports 
was 15.9 per cent and 10 per cent respectively. A 5 per 
cent increase in imports in the third quarter was also lower 
than in the preceding two quarters, when imports rose 
14.6 per cent and 9.6 per cent 
The member states of the European Union accounted 
for 563 per cent of German exports and 54.3 per cent of 
knports tn the first nine months. 

Outside the EU. the US was Germany’s most Important 
hading partner, accounting for 9.3 per cent of exports and 
8.2 per cent of imports. 

Separately, the finance ministry released figures showing 
a decline In government holdings In industry. At the end of 
Septem ber, the government owned or held stakes in 379 
entitles, 67 fewer than a year previously. The nominal 
value of the state’s holdings stood at DM28.8bn (S17.3bn) 
at the end of 1997. Frederick Studemaim 

ST PETER SBURG POLL 

Liberals make gains 

Liberate made gains in a local election in St Petersburg 
after a bitte r ca mpaign dominated by outrage at the muN 
der ofa prominent democratic reformer, preliminary results 
showed yesterday. 7 

i ** Yuri Bobyrev led the poll, securing 

15 of the 50 city council seats after Sunday’s second 
round of voting, a month to the day after Galina Starovo- 
itova was gunned down outside her home. 

^ ^ the election commission. 

^ ^ Gri 9 Yavlinsky, a 
Candldate ' was second with seven seats. 
{££2^ w?® a co-founder of Yabioko but spot with Mr 
YavUnsky over largely personal differences. 

frorn Starovoftova’s Sogla- 
siyejAcoord), giving liberals almost half the seats. 

biggest single farce In the 
the five seats It had for- 

wn otl^S.* 10 ^ PetetsbUf 9 council. A Communist aBy 

„ ■S eir afronfl ^ showing, the liberals’ reaction was 

the traditionally liberal stronghold 
rated as a reflection of political sentiment 
R - Sia 35 a Whote - 
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Iraq could 
defy tougher 

sanctions line 




By Stephen Rdter 
mWuNngtm 


Doubts were cast yesterday 
on plans by the US and 
Britain to tighten the 
enforcement of UN gflwM™ n <; 
Against Iraq. 

Sanctions were porous 
even before the strikes and 
the support for the US-Brit- 
ish position towards Iraq 
has, on the face of it. been 
severely weakened by the 
assault “The big long-term 
question is whether other 
countries which disagree 
with the US position on Iraq 
are going to start breaking 
the sanctions unilaterally," 
says Gary Milholhn, director 
of the Wisconsin Project on 
Nuclear Anns. 

That, he and others say, 
would put huge strain on the 
United Nations system 
under which the sanctions 
regime has been authorised. 

Richard Murphy, Middle 
East expert at the Council 
on Foreign Relations in New 
York, says that tightening 
the regime would be “diffi- 
cult but not impossible”. 

Sanctions put in place in 
the early 1990s by the UN 
Security Council prevail on 
exports and imports by Iraq. 
The main exception is the 
so-called oil-for-food pro- 
gramme allowing exports of 
crude oil to the value of 
$5-2bn every six months. 
This UN monitored pro- 
gramme provides food, medi- 
cines and other essential 
imports - such as equipment 
for power station repair. 

However. Iraqi president 
Saddam Hussein -supple- 
ments these revenues by 
exporting oil through three 
routes: in ships through the 
Gulf, and over the land bor- 
ders into Jordan. Turkey and 
small amounts through 
Syria. According to a senior 
Pentagon official, these three 
situations are “really quite 
different”. 

The barter arrangements 
through which Iraq exports 
oil to Jordan are “not a 
source of immense concern", 
the official says. He also 


describes thfc smuggling over 
the Turkish border as 
“immensely complicated” 
implying it was not an outlet 
that the US would relish pol- 
icing, He suggests the oil 
exports by ship throng the 
Gulf, which the US already 
tries to interfere with, would 
be the focus Of ggnrHftTig 
enforcement. 

Amatha Baram, a profes- 
sor of Middle Eastern history 
at the University of Haifa 
and a visiting professor at 
Georgetown University, says 
sanctions could be tt ghtwnpd 
at all. three outlds- He esti- 
mates about 50,000 barrels 
per day of oH goes through 
the Gulf. - down from the 
levels of I20.b00-I50.000 b/d 
three months ago, perhaps 
in part due to more intense 
naval policing by the US. 
About lOO.OOOb/d goes to Jor- 
dan, which is sold in effect 
at half price. That smuggled 
by truck over land borders, 
mainly through Turkey, 
amounts to between 50,000 
and TOjXlQbfd, he says. 

The main threat to the 
sanctions regime would arise 
if either Syria or Turkey 
were to open pipelines over 
their territories for • oil 
exports outside the oil for 
food programme. The pros- 
pect does not look likely. 

Mr Murphy says that oppo- 
nents of the the air cam- 
paign. such as Russia and 
France, may decide to 
reduce the chances that 
force will be used again in 
Iraq by attempting to estab- 
lish a different sanctions 
regime. This would still 
hamper Mr Saddam’s ability 
to import technology that 
could be used in his weapons 
programmes. It might also 
relax the oil for food pro- 
gramme, allowing a wider 
range of imports, but 
attempt to police, it better. 

However, whatever hap- 
pens, thp US, backed, by the 
security council resolutions 
that will be : impossible to 
unwind without US and Brit- 
ish approval, will not aban- 
don the strict pouring of Mr 
Saddam's finances, he says. 


Ultra-right pushes Netanyahu to brink 


By Judy Dempsey ta Jerasatem 

Never, warned a confidant of 
Benjamin Netanyahu, 
should one write him off. 
Somehow, he added, against 
all the odds, Israel's prime 
minister has manag ed to 
out-manoeuvre his oppo- 
nents since his election in 
May 1996. 

But in the Knesset yester- 
day - even in nnrmwi times 
an unruly, lively place - the 
atmosphere was electric as 
deputies anticipated the 
demise of the Netanyahu 
government. 

From across the political 
spectrum, deputies were 
making every possible 
numerical calculation to 


assess whether Mr Netan- 
yahu’s Likud-led -coalition 
. government would survive 
several different votes. IF he 
loses, be has promised elec- 
tions. 

.Either way. everyone 
agreed the government was 
paralysed. ' 

"The *vwiwnn has disinte- 
grated. It cannot even push 
through fundamental thiViga 
like the budget, 1 ” said Avig- 
dor Eahalani. public security 
minister. 

The government reached 
this stage for one main 
reason: its dependence 
on the ultra-Orthodox and 
nationalists in the coal- 
ition who for Ideological rea- 
sons loathed the idea of 


exchange of land for peace 
with the Palestinians. 

Mr Netanyahu’s stated pol- 
icy was to continue the 
peace process. But his critics 
said ft suited him to have 
these extremist parties in 
the coalition. He could hide 
behind them as an excuse 
to delay implementation 
of the peace accords 
Israel signed with the 
Palestinians. 

The gman pragmatic coali- 
tion parties - the moderate 
Third Way and even some 
members of Likud - were no 
match for the ultra-right 
who for the past 32 months 
Hayed in the government as 
Mr Netanyahu bought them 
off financially and politi- 


cally. 

Beholden to the National 
Religious party, he increased 
spending for Jewish settle- 
ments in the West Bank 
even though these have yet 
to be discussed in the final 
stage of peace negotiations 
with the Palestinians. 

Under pressure from the 
ultra-Orthodox parties. Mr 
Netanyahu, a secular Jew by 
upbringing; dared not chal- 
lenge their monopoly over 
religious services, nor sup- 
port legislation that they be 
drafted into the army like 
other Jewish men and 
women. 

Under bis government, the 
gap between secular and 
religious Jews widened. 


If then is an .early elec- 
tion, two certainties remain: 
Mr Netanyahu will run a 
tough campaign, with little 
sympathy for the Palestin- 
ians. and is likely to launch 
a new version of his “secu- 
rity with peace" slogan of 
1996. 

The second certainty' is 
that whoever wins the 
directly elected premiership, 
the electoral system win dog 
the victor. 

The system, introduced in 
1996. gave voters the chance 
to choose separately the 
prime minister and a politi- 
cal party. 

As a result small parties 
flourished, making stable 
government difficult. 


Deputies yesterday man- 
aged to push through the 
first of three readings of a 
bill to scrap direct elections. 
But it will not apply to the 

next election. 

The other weakness of the 
system is that each party 
that receives more than 1J5 
per cent of the total vote is 
assigned Knesset seats in 
proportion to its percentage 
of the total national 

votes. 

Combined with the direct 
election of the prime 
minister, this led to the 
Increasing fragmentation of 
Israeli politics with small, 
factional parties able to 
hold the government to 
ransom. 


WORLD ECONOMIC OUTLOOK INADEQUATE SUPERVISION AND POOR RISK MANAGEMENT BLAMED FOR CONTRIBUTING TO MARKET TURMOIL 


Institutions urged to review 
methods of risk assessment 


Currant account imbalances widen as growth stows 

Convot account balance 
(% <rf6DP) 


By Robert Chote, 

C — ,t, rjt , , 

cconovncs Conor 


Inadequate supervision and 
poor risk management by 
financial institutions con- 
tributed to the market tur- 
moil which followed Russia’s 
debt default fhte summer, 
the International Monetary 
Fund warned yesterday. 

In an update to . its twice- 
armnaT World Economic Out- 
look, the Washington-based 
watchdog urged private sec- 
tor institutions to review the 
way in which they assess the 
riskiness of their invest- 
ments. It also urged central 
banks and supervisory 
authorities to consider how 
they might prevent exces- 
sive leverage (or -highly 
geared borrowing) across 

marlrotq 

“The key issue is how very 
large leveraged positions 
could be built up across a 
large number of financial 
institutions to the point 
where' systemic risk was 
raised to extraordinary lev- 
els,” the update said. 

Tins autumn 's market tur- 
bulence followed a long 
period of rising bond and 
share prices in mature 
industrial country markets. 
This in turn was underpin- 


ned by low world inflation, 
hopes that the US had 
entered a new era of high 
productivity growth and the 
relatively successful conver- 
gence towards monetary 
union in Europe. 

But by July equity prices 
were already being under- 
mined by weaker corporate 
earnings, while interest rate 
spreads between low and 
high quality bo r rowers were 
rising. These trends were 
amplified by Russia's default 
and the near-collapse of 


market participants were 
surprised by the sharp falls 
in asset prices. “This sug- 
gests that they were engaged 
in excessive risk-taking, 
excessive leverage and ulti- 
mately an unsustainable 
structure of financial posi- 
tions,” the IMF said. 

Many market participants 
did not anticipate or under- 
stand the risks realised 
between mid-August and 
mid-October, with several 
big institutions making simi- 
lar miataVeH 


‘Market participants were engaged in 
excessive risk-taking and leverage 1 


Lang Term Credit Manage- 
ment, the US f und 
“Internationally active 
financial institutions and 
other asset managers appear 
to have engaged in a whole- 
sale reassessment and repri- 
cing of financial risk, which 
was accompanied by a reba- 
lancing and deleveraging of 
international portfolios in a 
short period of time, 
accented by risk avoidance, 
market illiquidity and 
price fflfW BHign te." 
A large Dumber of diverse 


“This suggests that the 
management command and 
control systems now used by 
these financial institutions 
may be Hawed, and raises 
concerns about the adequacy 
of risk and portfolio manage- 
ment systems and opera- 
tional controls within some 
International financial insti- 
tutions,” the update con- 
cluded. Lessons from the 
ypvinan crisis of 1994-95 and 
the Asian crisis of 1997-98 
were not learned adequately. 

The computer models used 


to assess risk within institu- 
tions har| important failings, 
the IMF argued. They under- 
stated the likelihood of 
extreme events and assumed 
that the processes generat- 
ing market prices were sta- 
ble. They also found it diffi- 
cult to assess tbe “credit 
risk” of default and the 
“liquidity risk” that it might 
be impossible to settle a 
transaction without unsettl- 
ing markets. 

“But an equally important 
shortcoming may be the ele- 
ment of human judgment 
required to implement these 
technologies and systems 
and to assess the economic 
anri financial judgment.” the 
update said. 

“Also relevant are the 
incentives within these 
organisations to maximise 
short-term gains and individ- 
ual bonuses at times at the 
expense of the firm’s overall 
risk exposure and longer- 
term profit,” it added. 

The Fund also criticised 
regulators and supervisors, 
although it conceded it 
might have been impassible 
for any surveillance system 
to fbrestaH tbe problems. 

“Nevertheless, it seems 
plausible that some of the 
excessive risk-taking and 
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leveraging could have been 
avoided if home national 
supervisors, and those 
responsible for market sur- 
veillance, knew more about 
tbe build-up of both balance 
sheet and off-balance sheet 
positions, leverage, and both 
the aggregate amount and 
distribution of risk-taking in 
national and international 
markets," it said. 

The Fund said it was diffi- 
cult to assess the signifi- 
cance of recent market tur- 


bulence for real economic 
activity. Equity markets 
have recovered since Octo- 
ber, but the Fund said cur- 
rent equity valuations in the 
US looked unsustainably 
high for this late stage in the 
business cycle, as they 
implied real corporate earn- 
ings growth at a post-war 
high. 

Overall the Fund has 
revised down its estimate of 
world growth to Z2 per cent 
next year. 
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WASHINGTON TURMOIL REPUBLICANS RALLY AROUND HASTERT 


Former presidents 
call for censure 










Provincial win boosts 

Argentine ruling party 




By ten Warn fa Buenos toes 


By Mark Suzman in Washington 


Two former US presidents 
yesterday called for Presi- 
dent BUI Clinton to be cen- 
sured by tbe Senate as an 
alternative to a full trial fol- 
lowing his impeachment by 
the US House of Representa- 
tives. 

The joint appeal by Jimmy 
Carter and Gerald Ford, a 
Democrat and Republican 
respectively, came as House 
Republicans rallied round 
Dennis Hasten of Illinois as 
their candidate for new 
speaker folloiruig tbe unex- 
pected decision by Bob Liv- 
ingston, speaker-elect, to 
resign after revelations of 
marital infidelities. 

The new call for censure 
would require Mr Clinton to 
admit having lied under oath 
in covering up his a flair 
with Monica Lewinsky - a 
central demand of Republi- 
cans - but would protect 
him from prosecution after 


he left office. “Somehow we 
must reach a conclusion that 
most Americans can 
embrace and that posterity 
will approve," the two men 
said in an article In the New 
York Times. 

With little likelihood that 
the required two-thirds of 
the Senate will convict Mr 
Clinton and remove him 
from office, it was not imme- 
diately clear whether the 
White House would endorse 
such a proposal, given the 
president's steadfast reflisal 
to admit lying under oath. 

Opinion polls show that 
Mr Clinton's public approval 
ratings remain near record 
highs, and his advisers are 
considering mounting a legal 
challenge to the impeach- 
ment articles on the grounds 
that they were approved by 
a lame-duck Congress with 
no authority beyond the end 
of this year. 

The matter is further com- 
plicated by the fact that 


senior senators from tKlth' 
parties feel strongly,. that 

they are constitutionally- 

required at least to begin 
impeachment trial -proceed- 
ings before discussing Alter- 
native punishments sufch- as’ 
censure. 

Meanwhile, with the 'divi-. 
sive impeachment debate 
now out of their hands. 
House Republicans made a 
concerted effort to end the 
internal disarray that has 
wracked the party since last 
month's elections. 

To prevent a drawn-out 
internal battle that would 
leave the Republican caucus 
with a leadership vacuum at 
such a politically charged 
time, party grandees quickly 
gave support to Mr Hastert. 
Other potential challengers, 
such as Christopher Cox of 
California, indicated they 
would not run, apparently 
clearing the way for a seam- 
less transition. 

it would mark a rapid and 








Derails Restart: rapid and unexpected promotion 


unexpected promotion for 
Mr Bastert, a widely 
respected hut relatively low 
key conservative member of 
the House, with a reputation 
for fairness. 

ms name was handled 
around last month as a pos- 
sible candidate for majority 
leader - the number two 
spot in the party - but after 
being introduced as a 
write-in candidate at the last 
minute he was soundly 
rebuffed, coming in last of 

four candidatpg 

Now, with the endorse- 
ment of more than half the 


Republicans in the House, he 
seems set for tbe top job. A 
former wrestling coach, he 
has long served as deputy to 
Tom DeLay, the increasingly 
influential House majority 
whip, raising fears that he 
may become a puppet of his 
hi ghl y conservative former 
boss. . . 

But supporters say that, 
despite his low profile, Mr 
Hastert will be his own man. 
He is also likely to reach out 
across party lines to repair 
some of the partisan damage 
inflicted by the Lewinsky 
crisis. 


Argentina's ruling Peronlsts 
were yesterday celebrating a 
surprise election victory in 
the key province of Cdrdoba, 
which has given tbe party a 
rare boost ahead of next 
year’s presidential elections. 

The Perouists, despite 
trailing, in national opinion 
polls, unseated governor 
RamOn Mestre and ended IS 
years of Radical party rule 
tn the province. 

Jose Manuel de la Sota, 
Peromst candidate fin: gover- 
nor running in a local 
coalition with the conserva- 
tive Democratic Centre 
Union party, took almost SO 
per cent of the vote, against 
just over 40 per cent for Mr 
Mestre 

Guillermo Johnson of 
Action for the Republic, a 
party headed by Domingo 
Cavallo, former economy 
minister,, came third with 5 
per cent 

The result is a setback for 
Fernando de la RUa, RptRrp 1 
party i*ad*»r and presidential 
candidate for the opposition 


Alliance, who is seeking to 
build momentum ahead of 
October's national poll- 
The Affiance co alition, 
winch comprises the centrist 
T ^/Kr-ais ^nd the centre-left 
Frepaso, has. hot taken root 
in COrdqba, where the two 
parties- ran, separateyC$JHii- 
dat og- 

Mr Mpstre confidently 
spurned; Jitiks with Frepaso. 
only- to- see his poll ratings 
slide inihe final days of the 

campaign. . . * 

L gwdfog peronJsts/ includ- 
ing- president Carlos Menem, 
descended on Corddba on 
Sunday - night to celebrate 
victory ipjhe former Radical 
stronghold? .the country's 
tbiiti-mott populous prov- 
ince and thewntrp of the., 
motor indud£ty. -.‘•i- *1 ■ 

Supporters of Mr Menem, 
whose pall ratings remain 
stubbornly below 20 per 
cent, sought to extract maxi- 
mum advantage from the 
result 

“This election contradicts 
all those who believe you 
can’t win elections by back- 
ing Menem,” Carlos Corach. 


interior minister, said yes- 
terday. 

However, analysts believe, 
local factors weighed heavfiy 
in the result- 

Mr Mestre has pushed 
through unpopular budget 
cuts and his confrontational' 
style alienated traditional 
supporters. The provincial 
government also struggled 
to shrug off a reputation for 
-corruption. 

. Mr de la Sota, in bis third 
bid for the governorship, 
promised sharp cuts in taxes 
and improved services. 

The Alliance last week 
warned that a Peronist vip- 
tary could reawaken efforts 
by Mr Menem’s most fervent 
supporters to change the 
constitution to allow Mm to 
run for an unprecedented 
third consecutive term. In 
July Mr Menem said he bad 
abandoned bis controversial 
re-electian hid. 

“This election result has. 
nothing to do with the possi- 
bility or not of re-election, 
on which tbe president has 
been absolutely clear ” Mr 
Corach said. 


Santa Ana promises a white-hot Christmas 

T he holiday season is a stocks of their needles and 
testing time for vendors turned in vain to 

everyone in Los parasols, wet sacking and 


T he holiday season is a 
testing time for 
everyone in Los 
Angeles, all the more so at 
fames tike lest week when 
the dry Santa Ana winds 
blew in from the desert, 
scorching nostrils and 
welding contact lenses to 
eyeballs. 

“It doesn't feel like 
Christmas when it’s B5 
degrees ...” as a children’s 
song doing the rounds says. 
Nor does it look like the 
season of goodwill when the 
Salvation Army's 
Santa- substitute wears 
shorts as he jingles the bell 
above his collection bucket. 

Emergency supplies of 
Christmas trees were 
summoned from Oregon last 
weekend after temperatures 
of up to 90°F stripped 


stocks of their needles and 
vendors turned in vain to 
parasols, wet sacking and 
sprinklers to protect 
specimens which sell at up 
to $15 a foot 

The heat has also meant 
that the city’s many 
practitioners of the art of 
one-upmanship will have to 
go to greater lengths than 
usual in their search for the 
ultimate domestic 
decoration: the snowman. 

For some, this is a family 
occasion, usually involving a 
two- or three-hour drive to 
the mountains in the 
pick-up, armed with energy 
enough to roll and load the 
oversized snowballs for 
assembly on the front lawn. 

For others it is a matter of 
paying a driver to cart the 
stuff back in bulk. 
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Depending on its condition it 
can then be modelled or 
spread on the grass and 
studded with poinsettias to 
festive, if fleeting, effect 

Dogs are the only native 
inhabitants that seem to find 
this perturbing, although 
they, too, look queer enough 
in their Santa hats and 
tie-on antlers. 

For everyone else, snow 
surrounded by blooming bird 
of paradise plants and 
snapdragons is just another 
manifestation of the 
cinnamon-scented 
multicultural holiday tkne in 
streets where the lampposts 


are hung with banners 
depicting the Chanukah 
menorah, Christmas 
stockings and Kwanzaa 
baskets of fault and 
com. 

Less evident are the 
cultures from the south, 
which last week's periodic 
demographic update said 
would account for half 
California's population, due 
to double to almost 60m, 
within 40 years. 

But B Vez has something 
to say about that After two 
Christmas seasons in 
Scandinavia, the 
teast-Gke-Bvis lookaMke in 
the Presley lookafike 
industry, backed by the 
Bvettes and Memphis 
Mariachis, has come home 
to Los Angeles to bring a 
taste of “Maxmas" to the 


CONTRACTS & TENDERS 


GOVERNMENT OF PAKISTAN 



PRIVATISATION COMMISSION 


Request for Expression of Interest for Prequalification 


Privatisation of 
Habib Bank Limited 


n hc Ciro L-miiMin i4 Paki-Jan PGuP"* ihnmch the 
Pnuii-.-uuni Coniiiii>uim fPCT intend-, tu sell 
a minimum ul ’h' •.iurWudJine in Hj frill Bunk 
Lunik'll I' HBI.'i alone with iranstirr «•! nuiur-Vinciil 
omiii’l. to a -Jrak-.-ii.- inveMnr. Investor -ijwilh: stnicturiu" 
nl ihi- ir.m-in.inm wilt tv given due viinsuleritHm. 

HH1 has a Juim-Mic nctimrk nl 1” ’ I hraiKhes and an 
mi» nuiMiMl lu-ronrk id »5 braiH'be-. and "-ub-adiarn-v 
.it til i -lie-, hi 2(i amnino ineliiriini: USA. UK. Singapore. 
H«n;- Ki'ii-:. \u-ir.ili.i. Turkey U AH. Oman. Bahrain. 
Kl-iivj, .in,! Xp.vf ij HBL has a hill service licence 
enm- Cmiuiwtvuil B-uikuw Cimsuiixr Finance. Credit 
l aid-, .md Inve-mvni Bankine in Pakistan and must of the 
.alter etiuiiiries ulierc it is jnv-vrit. 

Tltc HIM. I'm.iii-otum r.-pu.~4.nis an annum v itnesunent 
. 1 -p-rtimiti t,*r uiw~t**rs mu-re x.- J in Imvra£Ut£ the front’s 
vkivu e JiijK-.tie and iniematinn.'il iwMnrfc. HBL 


accounts lor approximate^ 20 percent of the advances, 
deposits, and (ode business of the Pakistani banking sector. 
Expression of Interest for PrequaJi/kation fEOT) ore 
hereby requested from reputed Pakistani and Foreign 
institutions i either investing solely or as pan of a 
consortium i. EOF. in HBL should be accompanied by 
Bank Draft for USSIO.OOW- processing fee (noo- 
icluinbblet in the name of "The Privatisation 
Commission. Government of Pakistan", and should 
include the following m/ornufiocr 


J ti/vrcWi'/tnicil record ir. the banking sector &/nr 
tiniini w/ai-iwci industry 

□ Expeneru cArork m orJin the emerging markets 

□ Expeneru cjtnu k rvcv/J of the cmiiy/Group 

□ Lores: annual rcp>‘n/financia! statements and/or 
Ji-uuix i<f fatancuil strength 

21 Detaih t<f ownership stmerurr. 


Key audited financial figures of HBL are: 

~ ~ 1995 ~ 
PKR USS 


Deposits 
Advances 
Total Assets 


194,661 5,799 

119J56 3252 

230236 6J61 


1996 

PKR USS 

213,491 5,476 

131,605 3280 

248,093 6263 


(Mffons) 
1997 ~ 

PKR USS 

211203 4204 

119,756 2,721 

255,782 5213 


EDI should also include the runn> ttf key contacts ami their address. telephone and lac numbers and should be submitted 
to ilie PC i* nil a copy u> tile Fuuik-uI Adi isor by FEBRUARY 15. 1999 at. 


Pri »mka non Commission 

5-1 CinrJituiiini Avenue. FAC Buildim:. 

IsLuiuKhL PakiMjn 

Tel: ti2M ► , »2iH Uh. Fjv i‘»25l i-vjn-foTfr 


Investment Banking Group. Citibank N-A. 
AWT Plaza, i.i CJiurdriKar Rd. 

Karachi, Pakistan 

Tel: 10221 Hll -W-W. Fie: 1 922 1 (-265-8972 


lAneiiUnn. 

Mi Ahmed Wjqjr iJoirir 5,-. nvnrvi 
Teli'C5li-M2i*-.’N«l 


Mr. NjvVili Iqfral i Satuv C<utit(/fa;nr fbaikingi 
Td.i*»25li-*»2H-l*'?S 


Ancaiimu 

Mi Muhammad A/itnuddin t/mestment Bank Head) 
Tel: 1 922 1 1-263-8296 1 Direct). 2539 (board exLl 

Mr Kamran Anwar I V7cr President) 

Tel: 19221 t-263-S*U I Direct). 2523 (board ext.) 


TUe fwimwsne ,<j F ddajm, ui ds uit^ JaavUom, menex ike ngbt to respnmd U> iwy sack request far prtBatdmy or Other tsfematom 
based im a retie* of tft«- uifanoaram pnnided by any intmsud inrestar armmB M e Itaj EOl is mat aotnded (• be nor theadd k be 
rMUtranf aw iei an* offer dr mdattan M aetpurr any recunaei of HBL: and lb) any i rp rr x t abB ioas or warranty, express artmpBed, 
kdk respect Waar ajtrmrutmade hrmn. 



Privatisation Commission 

Government of Pakistan 


5-A, Constitution Avenue. EAC Suiftfing, Isienubad. Pakistan 
Tel t (92-51) 920-5146, Fax # (92-51) 9203076, 921-1692 
E-mail: pcpakQmoganaLconupk 


city the prescient already 
can the Big Burrito. 

Although the tamale - a 
truly delicious compilation of 
nbdamal, lard and com 
husks - is the traditional 
Christmas Eve treat in 
Mexico, he celebrates com 
fritters and hospitable family 
evenings at the mission in 
his cock-eyed version of 
White Christmas: “I'm 
dreaming of a brown 
Christmas, Just tike the one ' 
in Mexico. Where bu/fefos 
gTcsten, posadas at the 
mission, And, yes, we don't 
need no snow.” 

That should enrich the mix 
once rt catches on. And 
although Messrs Oosby and 
Presley might spin in their 
mausoleums, It surely 
represents the future, if not 
progress. 


Mexican soldiers stage 
unprecedented protests 


By Henry Tricks in Mexico City 


A group of Mexican soldiers 
has launched unprecedented 
public protests against eco- 
nomic conditions in Mexico, 
coined ding with the visit to 
the country of Hugo Ch&vez, 
Venezuelan president-elect 
and former leader of an 
attempted coup. . 

- The -' protests, which 
started on Friday with a 
silent march by some 50 offi- 
cers and gnb'gtpd men along 
Mexico City's main boule- 
vard, are seen as the most 
open display of in 

the armed forces in modem 
Mexican history. 

For decades the military 
has stayed out of politics. 


mtiike its counterparts else- 
where in Latin America. But 
it has come under the spot- 
light recently for alleged 
links with drug trafficking 
and has occasionally shown 
signs of unease over 
increased poverty. 

The dissident soldiers, led 
by Hildegardo Bacilio 
Gdrnez. a 43-year-old lieuten- 
ant-colonel, issued a series of 
communiques during the 
weekend railing for the sack- 
ing of Enrique Cervantes, 
defence minister, and pro- 
testing against the condi- 
tions of military personnel 
facing trial by military 
court 

Some of the protesters are 
on ball for a variety of mili- 


tary charges, including Lt- 
Col Bacilio Gomez, charged 
with insubordination last 
year. 

The defence ministry yes- 
terday said the lieutenant- 
colonel's activities were 
being monitored and "new 
and serious charges" were 
likely to follow. He is 
reported to be in hiding. 

The dissident soldiers, call- 
ing themselves the Patriotic 
Commando for Raising the 
People's Consciousness, also 
demanded a new economic 
policy for Mexico, possibly 
modelled on the interven- 
tionist proposals of Mr 
Chdvez, which they 
described as -h umani tarian 
capitalism”. 


INTERNATIONAL PCONOMIC INDICATORS: PRODUCTION AND EMPLOYMENT 


Yearly data lor ratal sdes volume end Industrial production plus al data tor the vacancy rate tafceUr are in todex farm wtti 1686=1 00- Quarterly end morfrty data tar 
mtaf sates and Industrial production show the petcantoge efranga over the conerooncSng period In the previous year, and are positive unhm otherwise stated. The 
unemployment rate Is shown as a percentage or the to td iabow forest, figure* for the com posi te tearing todcatcr am rod-period values. 
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By James Kynge n BeQng 

China yesterday sentenced 
Xu Wenli, the most promi- 
nent dissident still within its 
borders, to. 13 years in jail 
after, a trial for subversion 
that lasted just three hours. 

Another dissident, Wang 
Youcai, who with Mr Xu 
tried to set up China's first 
opposition political party, 
the Chinese Democratic 
party, was also sentenced 
yesterday to 11 years in 
prison by a court In the cen- 
tral city of Hangzhou. A 
third party member, Qin 
Yongmin, was awaiting his 
verdict after a similar trial 
. in the central city of Wuhan. 

The judgments marked an 
opbatic end to thi* year’s 
ve tolerance of political 
at that began with what 
some called the “Beijing 
spring”. 

President Jiang Zemin ha<= 
ruled out any rfiawr*. fhn» 
Beijing could one day adopt 
democracy - as President 
Bill Ciinton famously pre- 
dicted during his visit in 
July - by saying last week 
that the “western mode of 
political systems must never 
be copied". 

■ Mr Xu, 55, spent 12 years 
in prison for his advocacy of 
democratic change during 
the 1978-79 Democracy Wall 
movement Xinhua, the offi- 
cial news agency, said he 
bad foreign help in his 
endeavours “to organise, 
plan and implement the 
overthrow of state power”. 

The US embassy issued a 
ong condemnation. “We 
« this deplorable decision 
the Bejjing intermediate 
'court will not be allowed to 
stand. We are deeply disap- 
pointed both with the guilty 
verdict and the extremely 
harsh sentence given to Mr 
Xu,” it said. 

But initial reactions from 
other countries was much 
milder. Several European 
diplomats in ‘Beijing said 
that although the sentence 
was harsh, there was little to 
be gained from criticising 
China publicly. “China is 



Xis triad to sat up party 

just too important on ' a 
range of diplomatic issues 
for us to ostracise them over 
one issue," said one. 

European nations this 
year abandoned their awmiai 
review of China’s ~ hrnn«m 
rights in favour of the EU- 
Ghina “dialogue”, to he held 
in February. EU govern- 
ments have agreed to 
express any reservations an 
China’s human ri ghts record 
behind dosed doora. 

Mary Robinson, the Unrted 
Nations high pnwimisgfpT i er 
for human rights, made a 
similar deal with the Beijing 
authorities before she maria 
an unprecedented visit to 
China in September. 

Ms Robinson's office has 
so far not criticised .the 
arrests and trials of dissi- 
dents, In spite of their, appar- 
ent conflict with the freedom 
of association clause in th e 
UN covenant on civil and 
pnflMnal rights, w hich rthfnn 
signed in October. 

One reason for. the crack- 
down on political dissent 
appeared to be Beijing’s 
expectation that 1999 will he 
a fljffitralt year economically, 
raising' the possibility .of 
labour unrest. There are also 
importa nt events, including 
the 50th anniversary cd Com- 
munist rule, and tile 10th 
anniversary of the crack- 
down on democracy activists 
in Tiananmen Square. 

See GAkU Comment 


After the ‘miracle’, ADB debates its future role 


Tony Tassell reports 
financing of projects 
is becoming less 
important to Asian 
Development Bank - 

F or much of 1990s, the 
role of Aslan Develop- 
ment Bank seemed 
under question. With' the 
Asian “economic miracle" 
still on track, heavy-private 
capital flows into the region 
made the ADB’s. traditional 
task of financing infrastruc- 
ture projects less necessary. - 
" Now, eves after the Asian 
crists has brought a sharp 
increase in demand for its 
loans and as Ifitsuo Sato,' 
the bank’s president ofthe 
past five years, prep ar es to 
rettnquSsh the xedns in Janu- 
ary, there has been intense' 
debate over its direction. 

“The Asian economic cri- 
sis tms demonstrated the 
need for us to change to 
remain a relevant organisa- 
tion," Mr. Sato says. 

The immediate task faring 
Mb successor, Tadao Chino, 
who- was appointed In Une 
with established ADB tradi- 
tion from the ranks of veter-" 
ana of Hi» Japanese 
minis t r y , will be to draw up 
a s tr a t e gy -for the next 10 
years. This will then be used 
to rapport plans to tap the 
ADB’s government share- 
holders to double its wjitai 
base to around fiLOObn. ‘ 
After a sharp and unex- 
pected increase in lending 
from |5.54bn in 1996 to 
jSAllm in 1997 «nri an esti- 
mated $5.98bn in 1998 to 
meet demands of the' Asian 
crisis,, the bottom is now vis- 
ible in its pool of resources, 
according to one' Mflrfal. 
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Under Mr Sato, the ADB 
aimed to become a more 
hrmnily hound ffnanrfai toari. 
tution, expanding from its 
project finance roots into 
' providing support for policy 
reforms and social pro- 
grammes. 

“The impact of pure proj- 
ect finance is limited," says 
Geert Tan der Lfnifen, ADB 
programmes director. “The 
1970s and 1980s showed that 
in terms of effectiveness, 
l priding- for prelects is less 
important than technical 
assistance and supporting 
rhan g po to the biroad policy 
framework of countries.”. 

This lesson for the ADB 
was reinforced by an Asian 
economic crisis partly 
brought about by the fact 
.that policy reforms in. the 

IQqhc did not Tnpteh flip par-o 
of investment inflows. In 
response, the ADB is con- 
tinuing sharply to increase 
Its. lending towards pro- 
grammes for policy reform 
and social development 

Programme-based ipwrirng 
rose to 44 pm cent of total 
loans approved this year, far 


in excess of the traditional 
15 per cent WMle this partly . 
reflects emergency to 
help stabilise crisis-afEebted 
countries, it also indicates 
new priorities within the 
bank, particularly towards 
the fiupnfiat sector. 

In other departures Oram 
its project fiuanc* core, the 
hank has started to join In 
the reviews of some coun- 
tries in the region by the 
International Monetary 
Fund the World Bawfc 
and is playing a coordinat- 
ing role in developing a sys- 
tem to monitor looming 
risks within the Association 
of South East Asian Nations. 

There is nonetheless 
strong debate about how far 
the broadening out of the 
bank should go, notably on 
the overlap with its multilat- 
eral peers and its involve- 
ment in bailout packages for 
crisis-hit countries. 

The ADB made its biggest 
ever loan of $4hn to South 
Korea last year — a country 
that had previously gradu- 
ated from the ranks of its 
borrowing members - and 


provided substantial loans to 
Indonesia n*iri Thailand. 

Not only did this distort 
the lending profile of the 
bank but raised criticism 
that the ADB was backing 
Asia’s developed economies 
at the expense of the poorer 
of its 57 member countries. 

Eyebrows were further 
raised when the ADB 
appeared to be roped at the 
last moment into a $10bn 
support package for Asian 
economies backed by the US 
at the summit meeting of the 
Asia-Pacific Economic 
Co-operation (Apec) forum in 
ITnala Tjimp nr lag* month. 
Bank officials still appear 
vague about how much the 
ADB will contribute and 
what the funds will be used 
for. 

Critics of the ADB argue 
that while the ADB has been 
an active contributor to such 
support packages, it has 
gained little clout in shaping 
policy in return. This has 
added to priming criticism 
that the ADB, often mired in 
the past by multilateral poli- 
tics and a bureaucratic style. 


has been an ineffective 
vehicle for policy influence 
by its main sponsor, Japan. 

Hie ADB defends its role 
In bailout packages, saying 
it has not fallen short of tar- 
gets for loans oriented 
towards social development 

Officials note it has kept 

the number of loans to pro- 
grammes and projects 
focused on social develop- 
ment and the environment 
above a target 60 per cent of 
total lending. The remaining 
loans have been made to 
“growth” projects in areas 
such as infrastructure. By 
value, the split between 
social developzoent/envlron- 
ment loans and “growth” 
project financing is SftSO. 

As far as the Korean loan 
is concerned. Yoshlhlro Iwa- 
saki. chief of the ADB’s 
strategy and policy office, 
says it was a one-off excep- 
tion that was granted with a 
much shorter maturity (of 
7% years; than the tradi- 
tional 10- to 15-year period of 
the bank’s loans. 

The issue of overlap with 
the IMF and the World Bank 
may be a long-r unning one, 
though, as the ADB strives 
to become more relevant and 
promote policy reform. 

While the IMF’s remit 
remains to oversee a coun- 
try's macro-environment, 
the ADB and the World 
Bank would pursue sectoral 
issues - such as in the bank- 
ing and power sectors. 

Mr Sato says the Aslan cri- 
sis has. if anything, 
strengthened the need for a 
regional development bank 
with local knowledge. 

“If the Bretton Woods 
institutions are like a hospi- 
tal. then we are the home 
doctor * he says. 


NCB auditors fear shareholders may sue 


By GBtan Tett ta Tokyo 


Century / Audit, • the 
accountants to Nippon 
Credit Bank (NCB), are con- 
ducting an internal inquiry 
into why their recent audits 
failed to spot that the bank - 
was BrnripT -Tftpnrtfng its bad' 
loans. 

The Inquiry m»rbi an 
attempt by Century Audit to 
stave off growing govern- 


ment anri shareholder criti- 
cism of its role in NCB’s 
recant rimming- .The govern- 
n yyit recently announced it 
would nationalise NCB, and 
revealed that its bad and 
potentially bad loans were 
over Y3,700bn ($82bn), com- 
pared with the previously 
published total of YS^OObn. 

Century Audit's move 
comes as some Japanese 
accountants fear they could 


soon be forced to take 
greater responsibility for 
shortcomings of Japanese 
bank accounting. In particu- 
lar, there is growing concern 
that same could soon face 
shareholder lawsuits as 
hank reform gather s pace. 

Japanese accountants 
have played a relatively 
toothless role in the coun- 
try's finanriai sector, and 
thus escaped public criticism 


for the banks’ bad loan prob- 
lems. But shareholders at 
Yamaichi Securities, which 
collapsed last year, have 
recently sued the broker’s 
auditors, Chuo Audit, for 
failing to reveal that Yam- 
aichi was conducting 
tobasfri, the practice of shuf- 
fling losses between 
accounts to hide tham. 

Hire mi Uda, spokesman 
for Century Audit, said the 


company was uncertain if it 
would be sued by sharehold- 
ers. But he acknowledged 
Century had certified NCB’s 
accounts and “had not found 
problems at the bank”. 

Century Audit operates in 
partnership with KPMG, the 
UK accountancy group. 
KPMG has refused to com- 
ment on the case. 

Additional reporting by Mit- 
suko Matsutarti 


HK sees 
inflation 
rate turn 
negative 

By Louise Lucas In Hong Kong 


Hong Kong’s inflation rate 
turned negative last month 
for the first time since 1975 
as recession and rising 
unemployment took their 
toll on consumer prices. 

Figures released yesterday 
showed that the composite 
consumer price index (CPI) 
shrank 0.7 per cent year-on- 
year in November. The gov- 
ernment said the decline, 
which compares with a 0.1 
per cent rise in October, 
reflected the slack economic 
conditions as well as moves 
taken to help consumers 
through the recession. 

These moves include the 
freezing of tariffs by some 
public utilities and a one-off 
property tax rebate for the 
fourth quarter. This last 
alone lowered the CPI by 1.-1 
percentage points, the gov- 
ernment said. 

However, analysts reckon 
the deflationary trend is 
firmly in place, regardless of 
one-off factors. Deflation is 
set to become Hong Kong's 
next economic problem as it 
undermines one of the main 
pillars of recovery: lower 
interest rates. Hong Kong 
banks last cut their prime 
lending interest rates on Fri- 
day. the fourth cut in two 
months. The reductions, of 
0.25 per cent each, came 
after interbank interest rates 
softened in September, when 
speculative pressure on the 
currency disappeared. 

Lower Interest rates 
should ease the burden on 
companies which have been 
faced with higher funding 
costs for most of this year, 
and should also help 
would-be home buyers. But 
the continuing credit 
squeeze means cash flow 
problems still plague some 
companies, and the threat of 
unemployment is deterring 
home buyers from saddling 
themselves with big mort- 
gage repayments. 

Moreover, deflation means' 
that real interest rates are 
relatively high by Hong 
Kong standards and thus 
less attractive. 
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ING is pleased to introduce Euro .Navigator - a bold, new 
approach to. International Gad Management It's a -combination 
of products and services that lets you' steer ail your European 
rath activities from a single point A way of operating that gives 
yon complete- command over your company’s financial course. 
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With Euro Navigator, yon enjoy direct electronic access to 
national payment systems all over Europe. Which m e an s, 
regardless of currency or destination, you can save time 
and money whenever yon 


transfer ftmds. And, with 


A UNIQUE CONCEPT IN 
INTERNATIONAL CASH MANAGEMENT.. 
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the extra control over your cash position, optimize your interest 
-a r- nin gg as walL Thanks to the arrival of the euro, ING’s 
‘ innovative approach can allow you to handle all your European 
cash needs with just a single account. Euro Navigator comes 
as a result of. extensive cooperation between die following 
ING compand BBL. TNG Bank, Bank Meades Gans and 
ING Barings. To find out more about this unique tool for 
- international Cash Management, call us at +31 20 3984775. 
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Trademark for integrated finance. 
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India and Russia sign 10-year weapons pact 


By Amy Louisa Kazarin 
in New DSN 


India cuod Russia affirmed 
their old cold war friendship 
yesterday, signing a 10-year 
military technical co-opera- 
tion pact and a host of other 
agreements during a visit to 
India by the Russian prime 
minister, Yevgeny Prima- 
kov. 

He is the first leader from 
among the permanent mem- 


bers of the United Nations 
Security Council to visit 
India since New Delhi dis- 
mayed the world with a 
series of nuclear tests in 
May. 

India is In the midst of 
sensitive negotiations with 
the US over nuclear prolifer- 
ation and arms control. Rus- 
sia’s relations with the US 
worsened last week after 
Moscow's criticisms of air 
raids on Iraq. 


Mr Primakov suggested a 
“strategic triangle'' between 
Russia. India and China to 
enhance global stability, an 
idea to which Atal Bebarl 
Vajpayee, the Indian prime 
minister, reacted cautiously. 

“India's relations with 
Russia are time-tested rela- 
tions of friendship," Mr 
Vajpayee said, but added 
that India was still trying to 
improve relations with Bei- 
jing. India cited the threat of 


China’s nuclear arsenal as 
one reason for its May 
midear tests. 

New Delhi and Moscow 
had close strategic and eco- 
nomic ties during the Soviet 
years, though that relation- 
ship was somewhat 
neglected in the chaos that 
followed the collapse of the 
Soviet Union. 

At least 50 per cent of 
India's military hardware 
comes from Russia. Brahma 


Nigeria 

doubles 


price 
of fuel 


By WHfiam Waffis in Lagos 


The price of fuel in Nigeria 
more than doubled yesterday 
after the military-led govern- 
ment removed controls in a 
move aimed at easing crip- 
pling fuel shortages, discour- 
aging cross-border smug- 
gling and ending subsidies it 
can no longer afford. 

Petrol, which at 11 naira 
(just under 10 cents) a litre 
cost considerably less than 
bottled water, increased to 
25 naira (21 cents), kerosene 
tripled in price and diesel 
more than doubled. The 
rates were agreed at a week- 
end meeting of oil marketing 
groups. 

Industry analysts said the 
government had cleverly dis- 
tanced itself from the 
increases. Responding to 
speculation that the move 
was imminent. Rear Admiral 
Mike Akhigbe, deputy to the 
ruler, General Abdulsalami 
Abubakar, said last week it 
was not government policy 
to endorse a price rise but 
that deregulation was in line 
with its economic reform 


programme. 

Nigeria is Africa’s leading 
oil producer but it has suf- 
fered years of crippling fuel 
shortages. Its refineries are 
working at a fraction of their 
capacity and the slump in 
world oil prices has meant 
the government is no longer 
able to afford the political 
luxury of subsidising 
imported fueL 



Who me? bnelda Marcos gestures as she Is questioned about the tardy fortune that, she daims was 
given to cronies who now refuse to return it She refused to answer questions from senators AP 


Imelda silent on fortune 


By Tony Tassefl h Mania 


Imelda Marcos, widow of the 
former Philippine dictator 
Ferdinand Marcos, appeared 
before a Senate inquiry yes- 
terday to face questions 
about the allegedly ill-gotten 
wealth of her family. But 
anyone hoping for great rev- 
elations would have been 
efisappointed. 

It was the first time the 
so-called iron Butterfly of 
the Philippines has appeared 


to face scrutiny under oath. 
Tightly coiffured, wearing an 
orange business suit and 
heavy jewellery, Mrs Marcos 
consistently invoked "a right 
to remain silent" when 
pressed by senators about a 
senes erf articles in a news- 
paper last week. 

She was quoted as saying 
her family owned "practically 
everything" in the Philip- 
pines, including many of its 
leading companies. She 
reportedly said she was 


planning legal action to 
recover assets worth 500 bn 
pesos ($12.8bn) from asso- 
ciates of the Marcos family. 

Mrs Marcos raid the 
articles had quoted her out 
of context end were Inaccu- 
rate, although tapes of the 
interview were produced 
before the inquiry. 

The inquiry ordered her to 
produce specific legal argu- 
ment supporting her ‘right to 
silence" by January 5 or 
face charges of contempt 


CheUaney, a professor of 
security studies at New Del- 
hi's independent Centre for 
Policy Research, says Russia 
Is eager to secure arms 
orders from one of its largest 
customers. 

India is also being increas- 
ingly wooed by Israeli and 
European arms manufactur- 
ers. However, Russia is 
likely to remain the primary 
supplier for cash-strapped 
India as European arms are 


more expensive, said Raj 
Mohan, strategic affairs edi- 
tor for Hie Hindu newspa- 
per. 

Tndfqn officials said Russia 
would continue to support 
India’s civilian nuclear pro- 
gramme and has affirmed its 
commitment to help India 
build a nuclear power sta- 
tion in the southern state of 
Tam&Nadu. 

Officials also discussed 
means of boosting Indo-Rus- 


siatt bilateral trade, now a 
paltry $lJ>bn. 

India is particularly con- 
cerned about Moscow’s fail- 
ure to use most of tbe Slbu 
New Delhi pays each year 
under the debt repayment 
scheme. While the money is 
supposed to be used to buy 
Indian goods such as tea. 
coffee, and pharmaceutical 
products, Moscow has found 
it difficult to utilise the 
funds. 


Foreign oilmen find tensions 


cloud Iranian paradise island 


Sim conjures up 
heavenly visions to 
barred US groups. 
But Total and Elf tell 
a different tale. 
Robert Corzine 
reports 


S irri island Is an unlikely 
setting for a great diplo- 
matic struggle, A small 
patch of sun-baked scrub is 
the southern Gull; it Is home 
mainly to Iranian oilmen 
and army anti-aircraft gun- 
ners, whose sand-bagged 
positions ring the Island. But 
on Sirri this year US efforts 
to Isolate Twm stuck in the 
sand. 

To American oilmen in tbe 
Middle East the name of 
Sirri still conjures up a 
vision of an ‘earthly paradise 
barred to them by Washing- 
ton. They are prohibited 
from taking part In Iran's 
ambitious programme to 
revitalise its oil and gas 
industry through a multl- 
bQllon dollar "buyback" pro- 

gi flTrt’i'p g « 

Under the scheme, foreign 
oQ companies which develop 
Iranian fields are repaid 
their costs and an agreed 
rate of return from the ini- 
tial oil production. This 
week construction workers 
on Sirri are busy installing 
equipment to process the oil 
and gas from the first big 
foreign-funded offshore proj- 
ect 

Three years ago Sirri was 
offered to the US company 
Conoco, in a move observers 


say was as much political as 
commercial. 1 The Clinton 
administration barred Con- 
oco from taking part in the 
project, which was then 
. taken over' "by ' Total of 
France. US congressional 
attempts to use unilateral 
sanctions to stop the project 
foiled, an** earlier thia year 
President Bill Clinton issued 
a waiver to Total. 

Within the next few weeks 
Sirri E, the $465m main ele- 
ment of the development, is 
expected to begin produc- 
tion. Although Total execu- 
tives say Sirri has been tech- 
nically straightforward, the 
project has exposed many of 
the underlying tensions and 
that are 


Too often it’s still 
a case of them 
and us, although 
it’s getting better 5 




perhaps inevitable given 
Iran's long isolation from the 
mainstr eam u0 world. 

Christophe de Margerie, 
Total's director for the Mid- 
dle East, says not everyone 
In Iran's oil Industry is 
behind the buyback pro- 
gramme. even though it has 
the backing of the most 
senior members of the gov- 
ernment Nationalism is said 
to colour the thinking of 
many officials and there is 
an understandable sensitiv- 
ity about foreign involve- 
ment among some managers 


at the National Iranian Oil 
Company (NIOC). 

Foreign oilmen also report 
slow progress in persuading 
Iranians of the benefits of a 
team approach in man agi n g 
buyback projects- “Many 
still want to maintain their 
distance,” says Mr de Mar- 
gerie. “Too often it's still a 
case . of them and us, 
although it's getting better.” 
Fart of the Iranian aloofness 
may stein from a desire to 
avoid being blamed for any 
failures that may occur, say 
western oilmen. 

The buyback contracts can 
also be a source of frustra- 
tion for the foreign compa- 
nies. Mr de Margerie says 
their duration is “a little bit 
too short" for most compa- 
nies, and it is clear that 
Total would like to continue 
to operate Sirri beyond the 
development phase, after 
which it is due to be handed 
over to NIOC. 

There are also growing 
worries that Tehran wants 
to impose even tougher 
terms in future contracts. 
T alks between Iran and Elf 
Aquitaine of France over the 
Donmd field are said to have 
been stalled over Tehran's 
insistence that Elf and its 
. partner, Agip of Italy, guar- 
■ antee future production lev- 
els even though they will not 
operate the field. 

Mr de Margerie hopes for- 
eign companies remain 
united against such a move 
although be fears some 
smaller companies may 
agree to it to win a contract, 
even if they prove unable to 
meet such a requirement. . 


By Peter Mootagnoo, 
Asia Editor 



Malaysia 

minister 

^courted 

arrest’ 


Anwar Ibrahim, Malaysia's 
sacked deputy prime minis- 
ter, deliberately courted 
arrest in order to make him- . 
self a martyr, Sabbaruddin 
Cbik, the culture minister, 
said yesterday. 

Mr Anwar, on trial 
accused of sodomy and cor- 
ruption, "wanted to be 
arrested" and the govern- 
ment succumbed to his 
gamp, Mr Sabbaruddin told 
businessmen and journalists 
in London. 

In a spirited denunciation 
of western reporting of the 
Anwar case, Mr Sabbarud- 
din, who is also secretary- 
general of UMNO, the main 
government party, accused 
US news media of retouch- 
ing pictures of Mr Anwar to 
hig hli g ht the black eye he 
got in jail. Television sta- 
tions had shown Indonesian 
riots, claiming they, were 
happening in Malaysia, he 
added. 

Asked why Mr Anwar had 
been arrested under the con- 
troversial Internal Security 
Act rather than under the 
penal code, which seemed 
more appropriate for the 
criminal charges he now 
faced, Mr Sabbaruddin said 
Mr Anwar bad been provok- 
ing unrest after his dismissal 
as finance minister in Sep- 
tember. 

Dr Mahathir Mohamad, 
the prime minister, had had 
policy disagreements with 
Mr Anwar but had been 
driven to ask for bis resigna- 
tion because of his overrid- 
ing concern about the 
"moral" aspects of the case. 

Despite the controversy. 
Dr Mahathir still enjoyed a 
strong standing within his 
UMNO party and the coali- 
tion government, the minis- 
ter said. Evidence of this 
was the "blank cheque” 
given him by tbe coalition in 
deciding who was to be tbe 
new deputy prime minister. 

Mr Sabbaruddin admitted 
the prime minister had lost 
some support among the 
broad population. 
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fJ E RE IT IS - THE NEW NAME FOR TWO STRONG PARTNERS. 

Together, with our common strengths, we’ll be able to reach 

THE HIGHEST GOALS. WATCH OUT DAX, HERE COMES 



Specialty chemicals now have a new spelling; 
Degussa-Hfils AG. The company will have 
46,000 employees and will start with sales 
of' more than DM 20 billion. Degussa-Hflls - 
an attractive new’ international company 
with high growth potential based on the 
combined strengths of two established firms, 
Degussa-Hfiis - the latest word for more 
expertise, more commitment, more innovation. 
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% OF JAPAN S BUSINESS 


LEADERS HAVE IN COMMON 


Average annual 
. income: 
16.3 million yen 


Average age: 
54.5 years old 


Percentage of 
Internet user: 

36% 



Percentage of 
cellular service 
subscribers: 
47% 


Daily reading: 
The Nikkei 



According to the first Japan Business Readership Survey (JBRS)*, 90% of senior 
Japanese business executives read the NIKKEI daily. It delivers you more 
extensive coverage of Japan’s elite group than any other publication. 


Which means that advertising in the NIKKEI not 
only reaches the most influential people, but also 
carries your message together with the authority of 
Japan’s premier business newspaper. It ensures 
you unrivaled access and unparalleled persuasive power. 


NIKKEI 

Nihon Keizai Shimbun,Inc. 
http://www. nnt nikkei. co.jp/ 


Exclusive access to Japan’s prime business target: The NIKKEI 


•Launched in- February 1998. the JBRS is an independent survey run joinUy by Adams Communications. Tokyo and Research Services Lid. (RSL). London. 
Jt covers* loud of 58. 213 senior executives within 10,563 Japan's major business organizations. 


Nihon Keizai Shinbua. Inc. 

TOKYO ' 

International Advertising Department 

1-9-5 OtwnBcW, Chiyode-to 

Tokyo 100-8068. Japan 

tat 81-8-S255-2196. fax:81-3-5255-7769 


Nihon Keizai Sfanofaon America. Inc. 

NEW YORK tefc 1-212-261-6220, fax: 1-212-261-6208 
LOS ANGELES tfit 1-213*955-7471, fax: 1-213-955-7479 


Nihon Keizai Sfumfem Eirope ltd. 

LONDON rat 44-171-3754994, fax: 44-171-379-0378 
FRANKFURT tel: 43-69-720214, fax 4869-721209 
PARIS teJ: 33-1-400703 96, fax: 33-1-40 0703 79 


NSmn Keizai Shtm&un Singapore Pie Ltd 
SINGAPORE tek 65-339-2086, fax: 65-336*401 6 
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INSURANCE GOVERNMENT WARNS COMPANIES O N MULT I-BILLION POUND COSTS OF RETIREMENT GUARANTEES 


Annuity blow to life sector 


life offices' pfwtsfen for - 


Treasury’s digest 

German relations wm iCHiNA AMP inpo^ a. 
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By James Mackintosh 
in London 

Shareholders in financially 
weak life insurance commpa- 
nies could be forced to pick 
up the multi-billion pound 
bill for guaranteed annuities 
under Treasury guidelines 
released yesterday. 

The news is a blow for a 

sector already paying EUbn 
iSitf-jbni to sort out the pen- 
sions rais-selling scandal. 

Life offices with large 
amouuts of spare cash will 
be able to load the entire 
cost or meeting the guaran- 
tees on to policyholders 
through their icith-profits 
funds: wliilo a let -out clause 
allow.- all life companies to 
take some of the cost from 
the payouts given to policy- 
holders with the guarantees. 

The Treasury warns in a 


letter to all life insurers that 
guarantees on Che level of 
annuity that will be paid on 
retirement have “the poten- 
tial to have a significant 
financial impact on a num- 
ber of companies". 

"It is the shareholders that 
stand to profit from the 
activities of the company 
that should be looking to 
correct the situation," a 
Treasury official said. 
"These are issues of concern. 
We see inequities out there." 
The Treasury refused to 
name the companies at risk. 

Several, however, have 
already set aside hundreds 
of millions of pounds to 
cover their exposure and 
analysts estimate the prob- 
lem could cost the industry 
between £5bn and ElObn. 

Mike Kipling, development 
actuary at Royal & Sun Alli- 


ance, said: "If anything, the 
annuity guarantees are a 
larger cost [than pensions 
mis-selling]." 

Ned Cazalet, analyst with 
Cazalet Financial, said: "If 
this is going to trash termi- 
nal bonuses - which I think 
it will - the shareholders 
wQl have to share the pain." 
The insurers' difficulties 
stem from guarantees given 
from the late 1960s to July 
1988 on the level of retire- 
ment annuities. The compa- 
nies ’ actuaries never 
thought the guarantees 
would kick in. However, in 
the past year, gilt yields and. 
therefore, annuity rates have 
fallen, leaving the companies 
with big liabilities they did 
not plan for. 

Royal & Sun Alliance is at 
the top end of the scale with 
£345m set aside to cover 


295,000 policies at the end of 
last year. But this exposure, 
and that of other companies, 
is likely to rise sharply in 
the end-of-year data. 

Shareholders will have to 
pay only as a last resort, but 
the other choices offered by 
the Treasury may damage a 
life company's financial 
strength or result in bad 
publicity. 

There are several options: 

• The simplest is the let-out 
clause. Life offices can back- 
date a charge for the guaran- 
tees and take it from the 
variable terminal bonus of 
policyholders exercising the 
guarantee. Equitable Life, 
which has adopted this 
approach, has been faced 
with a barrage of poor pub- 
licity, and policyholders are 
preparing a legal challenge. 

• Life companies with 
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large free asset ratios - lots 
of spare cash in their life 
fund, which is used to pay 
the terminal bonuses - can 
simply use that money to 
pay for the guarantees. 

Comment, Page 20 


French inward investors could 
find themselves in wrong zone 

Some companies located in the UK are worried about country’s 
isolation from the euro, Christophe Jakubyszyn reports 


Top French companies in the UK 
Ranting Company . 


Tarawa- in UK (Em) 


I n recent years, many 
French companies have 
crossed to England in 
search of a new market, 
cheaper labour or lower 
social costs. In a few days, 
however, those that have 
located in the UK will sud- 
denly find themselves out- 
side the euro-zone. 

Has the UK decision not to 
participate in the first wave 
of the euro changed their 
perception of (he UK as an 
investment location? 

“The reasons why we 
chose to move into the UK 
are still here.” says Olivier 
Cadic. chier executive of Info 
Elec, a software printing 
company, and president of 
La France Libre d’Entre- 
prenrtre. an association that 
helps French businesses 
locate in the UK. The associ- 
ation claims to have con- 
vinced 150 companies to 
move to the UK this year. 

Paul Hudson, chief execu- 
te e of Locate in Kent, the 
English county's inward 


investment agency, confirms 
that "customer base, site 
and availability of premises, 
skilled and cheap labour" 
still make the UK an attrac- 
tive place to invest 

In the short term, being 
outside the euro-zone could 
be an advantage for French 
companies in the UK, Mr 
Hudson says, “if the Euro- 
pean Central Bank goes for a 
strong currency policy, for 
eign companies in the UK 
would have the flexibility of 
a low currency." 

A strong pound, on the 
other hand, could be a prob- 
lem. "As we sell more than 
95 per cent of our production 
in euroland but produce a 
quarter of it in the UK. we 
could be at a competitive 
disadvantage," says Mr 
Cadic. 

Banks in Kent have 
offered to open euro 
accounts for their custom- 
ers. But “that will sot help 
us cope with the currency 
risk when dealing with our 


holding company", says 
Geo gory Dumont, project 
manager of SBE, a fast- 
growing French company 
specialising in mobile phone 
repairs. 

Larger companies face the 
same issues but seem to 
have adopted a phased strat- 
egy towards the UK and the 
euro. "Nothing will change 
on January 1." says Jean- 
Claude Play, director of 
international production and 
co-operation at Peugeot, the 
French carmaker which has 
a factory at Ryton in the 
English Midlands. 

Peugeot, which recently 
decided to increase output at 
its Ryton plant by 50 per 
cent, will not change its pro- 
duction strategy because of 
short-term currency consid- 
erations. "We win have to 
manage the currency risk 
between sterling and the 
euro as we did between 
French francs and sterling," 
he says. 

Moreover, in the short 
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term, it is difficult to calcu- 
late the effect a depreciation 
of sterling against the euro 
would have on Peugeot UK’s 
profitability, says Mr Play. 
He adds: “The import of 
parts from suppliers or 
group factories will cost 
more to our UK factory, but 
the prices of our UK cars on 
the export markets would be 
more competitive. 

"But in the medium term, 
the UK’s isolation will be a 
drawback, when countries 
such as Portugal and Spain 
will obviously become cur- 
rency risk-free investment 
for ns.” 


Yves Schefl, in charge of 
the "euro project" for French 
pharmaceuticals group 
Rhdne-Poulenc. is also wor- 
ried about long-term implica- 
tions for the UK of staying 
out of the euro. 

"A single currency on the 
continent will result in rapid 
integration and rationalisa- 
tion of distribution networks 
which have remained, until 
now, mostly national. It as a 
result of being out of euro- 
land, the UK remains out- 
side this consolidation of 
networks, it will lose its 
competitiveness," says Mr 
Schefl. 


rates vow 
seen as 
Emu step 

By Robert Peston - 
and Edward Luce 

The UK Treasury has made 
- a public - commitment . to 
reduce the gap between UK 
a nd German long term inter- 
est rates, in a controversial 
move winch will be widely 
regarded as facilitating ster- 
ling's eventual participation 

■ in European monetary 

■ anion. 

Risking a tw^ifiagh among 
i Eurosceptics, senior govern- 
ment members said that the 
policy pledge would help 
‘ bring about convergence 
between the UK and other 
European economies, which 
is the chancellor's wmin con- 
dition for joining Emu. 

In its recently published 
public service agreement, 
the Treasury vowed, as its 
Number Two performance 
target, to “reduce the differ- 
ential between yields on Ger- 
man British ^ rm S term 
government debt”. 

A senior official said this 
was a "sensible” thing to do, 
irrespective of the govern- 
ment's hopes of adopting the 
euro: “Germany is a bench- 
mark. of a low inflation, low 1 
interest rate economy." 

A UK minister said that 
co nv erg e nce of UK and Ger- 
man interest rates should , 
make it easier for the UK to 
join Emu without prompting 
an economic shock. Prime 1 
interest rates are 6.25 per 
cent in the UK compared 
with 4.75 per cent in the US 
and 3 per cent in the euro- i 
zone. . 

The UK’s benchm ark ten- 
year gilt - the most fre- 
quently died maturity in the 
markets - remains the high- 
est yielding government 
bond among all the leading 
industrialised economies. 

The Treasury considers 
this anomalous given that 
the UK has a better credit 
rating and track record on 
debt repayment than coun- 
tries which have have a 
lower yield such as Italy, 
Belgium. Portugal and even 
New Zealand 


MPs criticise foreign 
secretary on human rights 

Robin Cook, foreign secretary, 

criticism from senior MPs over foe aovemments 

with Indonesia and China. The Houses at 

affairs committee urged Mr Cook to do more to promote 

human rights In foe two countries. . : 

The MPs were particularly critical of Mr Cooks decision 
to shake hands with President Suharto of Indonesia in 
August 1997 In spite of foe reglflte'8 suppression P* dem- 
onstrations in East Timor. Mr Cook was also urged to call, 
for a renewal of foe previous United Nations resolubwv on 
human rights In China. The committee criticised the For- - 
eign Office for faffing to peisuade other European unfon 
countries to support a UN resoMfon In- Geneva this year 

on human rights in China. Many MPsTn foe governing 

Labour p&ty have been critical of the government’s sup- 
posed failure to Hvb up to its early rhetoric of bringing an 

“ethical dimension” to foreign policy. In both cases, foe 
Foreign Office argues that a policy of constructive engage- 
ment rather than persistent crftictam Is more ffkefy to bring 
advances. George Parker, London .... 

'WELFARE TO WORK’ SCHEME 

Praise from trade union body 

The Trades Union Congress 

fun., OCX, UAC fteostT 'I believes foe government's 

Wetfare to Work scheme is 
fOR frfm.rity l “already playing a significant 
HftD TD uWE Ur I rote in providing genuine 

BEING UN£*rtPUtfEI> J help to the young unem- 

— — ~u — “ — ployed to improve their 

jvf fjy employability and to help 

Qrj? . T«\ them find permanent 

JUT employment”, ft said yester- 

KSrS fcfcU *p\ day. The number of jobless 

p? tty f'jfcr u - n people aged between 18 
j tv" ^jju/ l/’Jj and 24, without work for 
I J fff more than six months, lei) 

urt from 123,000 last year to 

f V* hFii \\ ] 89,000 this year. The latest 

JsBfateU 7 arfT I J ^S ures 9150 surest the 
Lfl/J h - more limited scheme for 

adults without paid employ- 
\lfr ^ merit for more than two 

years has also made an 

impact with a decline from 244,000 to 174,000 this year. 

• Job prospects in foe UK for foe first three months of 
1999 will be the worst for five years, according to the lat- 
est quarterly labour market trends report from Manpower, - 
the employment agency. Robert Taylor, London 


LABOUR PARTY IN SCOTLAND 


Leading figure joins rivals 

Margaret Lynch, a senior figure in the governing Labour 
party in Scotland, announced yesterday that she was 
switching to the rival Scottish National party, which cam- 
paigns for independence for Scotland. The nationalist 
party is Labour’s main rival in next year's election to foe 
new Scottish parliament and is close behind it in Scottish 
opinfon-poO& James Buxton, Edinburgh 
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L COMMUNICATIONS COMPANIES 
TE THE SAME FINANCIAL BURDEN? 









provide competitive pricing across a range of business communication services. 

We offer combined billing for all services, 
e are the fourth largest UK carrier of fixed line international business calls. 

We provide an award winning service, 
provide our customers with regular financial checks, maximising discounts. 

, We can lighten the burden. 

We are THE alternative. 


^ i 

THE ALTERNATIVE COMMUNICATIONS COMPANY 

To find out how ACC can help your business call FREE on: 

0800 975 1400 

ACC Telecom is a pan-European telecommunications operator 
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Business and Assets of a Precision 
Engineering Company, Sheffield 


COBaarNigtJ Na t U ea s m SanrOarfc Weatheral 


29 Ksb Saco, Lee* LSI 2HP 

0113-2442066 


GOLDEN 

OPPORTUNITY 


invS'StorvJoint Venture partner 
required for nc'.v Satellite 

Television Company to be 
launched in January 1993. 


Channel Islands & - 

WORlDWJDE ’ 

Offshore Comeamt 
xnoNS & AsMiNisrRAnoti. 
Full Services 


SI I I )N(; A < >1 K Bl SIN! SS? 


Enquirit-l to n,: 01753 5713 S 3 





Ear Sale 

Highly PsormBUt Precision Engineering Business 

ihrt nyfl w hi ifV H compaayin flip nf 

Ming atterf the an cqnipmei* to ma m fa ctme qiedd jwipott 

ina ri iiiwa p«pl , 

Na nmgibic aaett emceed £&5m. with sals area £2m. 








CONTRACT HIRE 
BUSINESS 
For Sale 


HM 




‘ Fleet of 1,000 cars 
■ Strong customer base In 


Midlands and North West 


DATED Ibe 22nd day of 


♦ Consistently profitable 
For futher details apply 


mmm 


No- 006624- of 1998 
fNTHEHK3H COURT OF JUSTICH 
CHANCERY DTVJSiaN 
COMPANIES COURT 


No. 006625 cf 1993 


. • Box B6221, 
Rnanclal. Times, 
One Southwark Bridge, 
London SE19HL 


IN THE HOI COURT OF JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 


BANK RETAIL 
SPACE 


> Prime location 

> Fully equipped, 
comer, duplex, 
low rent 

l Long lease + option 


Fax: +49-30-201 75 102 
Mr Rolf Glaser 
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Software distributor 

requted 

with turnover In excess of 
£1 mUDoa 


* PiofttablttynotmateriaL 

* Located In Home 
Counties. 
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Reply to 

Box B6224, Rncncfal Times. 
One Scwttiwork Bridge. 
London 9E1 9H, 
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order form 


MANAGEMENT 


Personal details 


Book details 


Credit card details 


Qty Price(£) Please debit my 


UKttftaoGfcMl 


i on* I account number 


Employer 


to utmhm U m p i re 


073 63091 1 
om&soJi * 


1 I I I I I I I 1 I I M I II I 

Expiry date I 1 I 


thaaaifirr*' — iwredwtolnamn 

□ jm-TOTi 


Signature 


POCnUZUDMOOIK 


Paying by cheque 


I aldose a pounds sterling cheque, made 
payable to Financial Times Management, for 


payable to Financial Time 

— — — 1 ‘ E 

Telephone Nu mber , • . ‘ — . 

harder _ 
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Advertising release 
for sale of shares by direct ne, 


otiation 


The STATE OWNERSHIP FUND, a Romanian public insmotion based in Bucharest, 6 Stavropoleos Street, sector 3, oflere for sale 
through DIRECT NEGOTIATION according to the provisions of the Emergency Ordinance no.&S/I997 approved by Law no. 44/1998 
and to (be Metboddoacal Norms approved by dx Govemmaa Decree 55/1998, modified nod compfeictd through Gtnrramem 
Decision 361/1998, 70% of the sharenoldeis' equity in ASTRA VAGOANE ARAD SJL Company. 



□ Rostered Office: Arad, CaleaAnrel Vlaicu, Nl 29-43, Jnd. Arad. 

□ Raal Code: R 1681288. 

□ Registration no. at Commercial Register Office: J 02/1/1990. 

0 Issued floci: capital, according to the laffisi records 

at the Commercial Register Office: 74,810,038 thousand ROL. 

□ Turnover at 31.12.1997: 269^95,712 thousand ROL. 

□ loss at 31.12.1997: 1,413,740 tboosand ROL 

□ Main object of activity: construction and repair of railway transport means and of tbe rolling sioL 



The share ownership structure at 30/09/1998 is as follows: 


O State Ownership Find 
O Hranci&I bvestmesi Company Banal Crisana 
O Others 


The aBer price is of 3429 BO M farc and tbetotrivaloeof the dares iqjmaitlug 70% (S2J67^)60diaresl By srie is 189368,7574)01) ROL 

available to be purchased from the Slate Ownership Fund, 

_ __ _ , est, 6 Stavropoleos Street, sector Sjiione: 040-1-31 1 .04.95. 3 1 23130. Fax: 3 12. 18.4 1. each 

. betweca 8^ and 1 6” hrs. induifing the day before tbe deadline of Pinrhasing Ofler submission. & a price of 30JJ00fi0G ROL payable m 
accoraa no. 25U009809M224 opened at Romanian Runic for Development - Bucharest Branch (BRD-SMB). 


Fm-fherinfoniutioa about (he company’s privatisatioo may be offered by SJDJl's INTERNET SITE at the address wwmsotra oral the phuoe 
040-1-312.4234, 3 1 1 30.93 fire 0431-31 1 30.94, Me Miha Obacescn md Mn. Mioara Gbim 

In older to participate in the negotiations it is compulsory to boy tbe PRESENTATION FILE 


THE PRESENTATION FILE will be delivered upon tbe following documents: 

□ a copy of [he price payment proof; 

□ identity card (or passport for foreign citizens); 

□ mftwtuif from the bidder's Company, 

In order to participate in the negotiations, bidders me required to present evidence of putting at the Seller’s disposal the 
participation guarantee of 5yC874W6jB60 ROL payable at Romanian Bank for Development - Bucharest Branch (BRD-SMB) in 
account no. 251100980900313. Foreign natural or legal persons will pay the PRESENTATION FILE and the participation 


account no. 251100980900313. Foreign natural or legal persons will pay the PRESENTATION FILE and the participation 
guarantee in convertible currency at Roomiao Bank for Foreign Trade (BANCOREX) account 251 10000000242300008 in USD, 
a the exchange rate cturanuucated by die NATIONAL ROMANIAN BANK at the payment day. Bidders may instruct the hank 
where they hold tbeir main account to release a bank guarantee valid for 180 days bom bid submitting date. 

Foreign natural or legal persons will pay the sale-purchase Contract in convertible currency at the exchange rag c omm u ni cated 
by the NATIONAL ROMANIAN BANK at the signing dale of the Gnafisiiig protocol l of the direct negofation. 

In order to participate to the negotiation, the Bidder mil summit die documents provided by the Governmental Decision no. 
55/1998, article 27, mentioned in the Section C of die PRESENTATION FILE and ute Offer, including the Business Plan, closed 
in sealed envelopes, at the address mentioned above - Marketing and Investors Relations Division, prior to 2* of February, 1999, 
12" hrs. local tune. Offers will be opened on the same date [T* of February, 1999), 14" hre. at the Privatisation Division 1, in 
the Bidders' presence. 


This advertisement does not constitute an offer of securities within die meaning of the UK Financial Services Act 1986 and does rot constitute 
a solicitation of an offer in any jurisdiction where such solicitation would be prohibited. The shares offered for sale are issued according to the 
Romanian legislation and their trading is governed by the Romanian law, subject to die scrutiny of the relevant Romanian regulatory authorities. 




ORGANIZING COMMITTEE FOR THE ATHENS OLYMPIC GAMES 2004 S A. 
INVITATION TO TENDER FOR THE POSITION OF TECHNICAL CONSULTANTS FOR THE 
PROJECTS OF THE OLYMPIC GAMES OF THE YEAR 2004 


Tin “Otfiniitag comnrinec Tor the Alton* Olympic Game* 2004” S-A- nubtobed by tbe Law No. 259* (Government Ouetu 66124-3-19481. referred tu toitiiuflcr ai tbr 
‘COMPANY', with ibe <ote pnrpore of mganizfac ito Alban Olympic Gam of tbr year 2004. In wvdCTtrtrn. occon&ng to (to above ocationnl Law, Ito rcalmttbwi of aU technical 
project* reined to the Olympic Oam of ito year 2004. 

In ltd* eoauaa. ito “COMPANY" in look I recruit ibnwgti leader up to taro (2) experienced 'TWmieal Coctnhana" orT.C.” who will reader advnmy anppon during the pruco* of 
realizing tbe project* is qacftxw 

Interested panic* may eejaea* tinder dedaaiioa nf interest by mbtouiog a re levant appticaiioo, accompanied by die m p l d it s a p pmtin g doennaeataiio*. Ttose caatMaus saccanfully 
pre-ccleciEd will to called to submit leaden. 

Candidates nay obtain the lender declantioa document from tbe “Organizing Committee Cot the Olympic Gamei Athens 2004* S A.. Zappeion Megans. Athens. 
Tel: -H30 II >-2004, 01-324 0004. Pax: + (301) 323 2004. Exptessioas of Interest sbonhTbc nfantted to the “COMPANY* at Ibe foOoariug addicss; Zappnni Megnro, Altoth, 
TMj 4(30 1) I-2D04. 01-324 0004. Fas +IS0I ) 323 2004 at the latest up to 14d)0ln of Friday 13th January 1994. 

... pe d ant™ of Cnma 

. ... CU»EP FUpCEDURE 
Iiil_aqdoniauce with Ibe Ai^sastfix of Directive 97/52/EEC) 

1. Name, pool at w d triep-apfcjgadiirai w . tet cp to T .ictoapeiawd’lhxantnbem. af ttoa n t gai ^nttorky. 

THE COMFANTrOigniriiii Cobbiucc for Ito OiyajpJc Games Adtao 2004 &A.~. Zappeioo Mtganx Alkas, TU; h30 U J-2004. OJ-324 0004. Fja: + (,?0J 1 323 3004. 

2. Cab|wyaai touifUta if Ih ito k ta, b-jirfK] Bi ftTTmi f mntoc. QmatAy; istet^c to mij a p t l — a to atotga farther aervlees, mad. If Ihto It araHabh, a pr rOat bsary 
a rhada l r ihwgne which aueb riyhta aTpyaian may be t uittoi. Moreover , to the caac of revotvtag or ir m. o aJWh taat n tli wltbln a ghrea Gat period, a predmiaary 
aebu to e, (Pitot is amtlahle. of tbe ed ns et}o eits dectarotfvna of tewder tor tbe p taan ed a e rriees. 

The Taqndses* u to pnihlibf the TMmieal CUmuluiiu am chained mainly in Catcgoiy 12 (Refercoee agato CPC 867 and die corresponding CPV1 of Appcadu IA of 
Ditwdve VflSUEBCV^-^ 

The lcrvteca mJicf^idcil by the Coostthaau (netok the ^ovisiao of tnpport and asslitaaoc to the COMPANY m the foltowinp 

• The coongnminn.aiealtoriflg and control of ito teefamed and ndnrinisnatjve prepatatkai of the Wfaifca foritoOtynipics. 

• the seeking 0 k heating and aeeurtagof.Xto neenasaiy faada for the mueriataaDoa of ttoac works. 

• Ttoder prepnkn.aad in >11 the procedure of nn a dnfting them, up to comma award for coaohug I design / project etmUoa / and other for services, and mpplirs. 

- * Tim adaintstrapon of eoptracn and the nwaiwriig of dtdr hnpl etoe atatipa. ma) in tto taking delivery of thdrprodncu and of their completed wnrto. 

t Dth l ft l asttoss of more general panne, and in the coroi dh m tkto with other public and jaivatc bodia. ' 

Amtor duties may be aaaijpied to the Teehmcsl Coowttaau. cotuigtiDg of ■ repcotsoo of t ew i cua ntniiar to ibose to he cnuncted in the (mmcwoit of this Trader, and n 
accordance whb article 1 1 pnagiaph 3f of Dbccore 92/50/EEC. 

3; Place of piwrUoa of service . 

At Ibe wreUtoeu of the Oiynqnc WkI*. at TbcbaicaJ CdasutiaDU' o n *ccS, sod a the registered office* of !bc Otgaaiaiag Committee for the Oiympnr Games Athens 2DW SjV. in 
Adteas. (Greece, ZttppeiaB Megan. 1hL +00 i) 1-2004. 01-324-004. Fas: -K30 1)01 3237004). 

4* Chdfledto ns to whether the award of the eoamcl for the pr ovision of st rst eaa b i ratr v rd for a specific pinOailnnal darn, by taeain of bgfstoiivc. ngdaliiy or 
admhdtoradvestipabtlcaa. 


4J> Krfmaee toswdh legtafaalve, nfdaiaqr or at lnilnbti a tl r a al t pe l a ri a n a. 


4x Cl a dltol lw a* to whether legal catBha ahoold ibd w r the t 


i and prafimrioaal yaalKlcattoue af lie toy penottnd wtddi ahafl to reepoaaBtle for the pravWon of Ito 


Tto name* and ptofcsaionil qatllflcalJontof the hey persmu to to responsible for the provision of the tmviass Must to dedued. 

5. CSariCsnslae as n> whctbtr the' camBdMn far the pravtahmef the servieea are allowed to aotatit tcmfcrv for only part of the amkes scqalied. 

Tto randidilrs are not permitted to submit leaders for ooty part of the services req uired 

6. Namtororat aytinirn i nsnaba 1 ef caatBdUs that wtU to caBed to aahmM a leader: 

A m a xim um of ctghJ(*)caatSd« t Bi will to pre-ielccted. who wiUthea to called to tender 
A maximum of two CO Technical Consultants wilt to seloelod ttoeogb dri* Tcoder. 

7. P atra d al modastimofatlirnallve t auders . 

Ahnaative leaden are tmpendtted. 

8- Deadd as (hr tha rant pi r doa of g w v Mw of sen Ices, ar d m - a t b a ef tow t ra e t . or if that wen pomt hl e, dcadflae for thr cmamcneemcal or far tto com p i n t on of trniw 


the deadline Tor the cDDmmmcmenof the pro* M on of Hsrvicn shall to the second qmuier of IW 

The Contract* (contract* in eaecroc a specific task, to be dam up by tto COMPANY! to be signed through ibis Tinder stud rtl p ubte thd tto T Vrhtiira l ComulLtnu ate la pruialc 
services up to Ito condttsion of I be projects wtddi they w id have nod crt sV ca . 

9. toptoaot, if nay, as to tha local ftra whkh a joint vtntnrc set ap to provide the se rv i ces th oaid to tahea, were It la to assigned Uw contract. 

The mmtrtollig Joint Untune it not required to adopt a specific legal font ia older to (nhmii a trader. 
ffUlf appBrahte. reass nh ig Ibr the adoptive of samsnmry pro cwm ira. 


lUbDcadfaK for raccMag tto raqiiata br parttdpallea. 

Up dll 14.D0 bra of Friday, 15th Jammy 1999. 
tOLcAddriam la which n g a a a air to ha preseal ed . 

Ciat&dates may obtain the fender declaration document form the Oxgaobtng Committee for the Olympic Games Attorn 29M SLA.”, Zappenm Mrgaro, A Ureas. 
TeL: +<3# 1) 1-2M4, tl-324 M4. Fa*: +C30 DU 323 2064. 

Erpraaxrtt* of iiaeren stoaM to lobmitled to the COMEANT at ito (oUawing address: Zappefaa Metmto. Alfama. THd 4(3* 1) 1-20*4. 01^24 994. Fkat -HM lit! J2J 2804 
at tto htest op to I4 iO# to* of Friday IS* January U99. 

UULamgaap: or toagnagta ia which (toy at to be drafted. 

AH docaacam (dedandtm* of huetett. tradetx, etc.) mnrt be drafted In Gheeh. 
if. OrnriK a r lhr tto Bw wartthigof favitattaas toa n h mlr a tandea . 

laimediBlety upon i p prevai by ito COMPANY of the icadu of Ito pre-ieietoon preen 

Upon satodsaion of die Tender (second Stage of the Tender), lodging of a (bank I gaareaux ef panidpaiiiia. to the smoom of dOJXNMno Draehnue: and with dpuinc ul ito 
cofltoct, a (hank) gnamwee of good peifbrmanec. 

13. Information rtjmnUog the Ntnattoa of each tandem) as wtU at data and ItomaWca arcraaary fer Ito endamlon of the mlalmam financial aad lectadeal prw i q eiri trs 


Article* 29. 31 and 32 of Dnwdre 92/WEEC. and also a dKlansioa oaocendsg uty fmoadit Inlu whkh ibe Tto d ci r r s may have wilt Cunsuhasn' firms for with Cofiuructma 
Compare CT or vrith Compoter Software Provid e rs ac- roomed sOth the projects wish wMcb tto Tectoical ConialUM shill bernme involved. 

Gvidcecc Of the Thdmtcal Coanhanl's ability a> provide hi* services <rubi*) the teyal a&d cc((aLtoxy ccmext in which to shall operate. 

Were regwmia* with ito IS O. I LS.0. 4001 /BO 4001 for quality at a naact in the provision of Project andtor Constincwni Management to be mraikMc. h abnil he toicn into 
m p ltodjoa 


14, Wnw they to nht, er toit a ant wantlwind in the iaillatlBn to lato at Ito basts af vhkb tto contract atoH to en tere d tolas an rvalaatloa af sack criteria, and tto 
tk^cc to whldi th^atud be Mkra lata cnratdaMton. 


I 15. Farther mlhrmataom 

| Expremotu of imerett by prospaaiw Wtdcrm staff tovr to be sabffrmcd ia Grad, in 6 ccpiea, one pf vhJch ihajj he lir ongiaaJ, irilh exit n! iD page* nomtoreii and imliaHaL 

Eapmssiau of hnasai amt he submitted in sealed envelope*, on Ito ootnfc of wfcieh the following toTonoauen mail he wriruar 

a) ~FIU ^ Expnatum uftHUrvaJor «*»■ Srirturm qfTcrfcwcaf CO mth m u Jar Ar Htod* if rbt Obavpw Garnet rf20CU m 
I b) “Candidate - I Company Name) 

C> -AddituadiK ■Osmium' Ccwurenrr^tr the Otrapu Gama Artnu X04 SA. Zappeum Uream. Attois*. Trf..- +f30 n l-XKP. M-.K4 OCR, Fax: -ttJO tlVI.KJ X*H. ■ 

Id) 'NatafhrapntJbrtbePalalSmiar 

16. Pot»(»)af pabCration of tto pi s f u iw—r ynotleeu tto Official Janmleftlsc Emrepe a nC— asudltot, roof rtforemretolt* a n pabUea t i w t. 

There vat bo protxdhig preiintnauy notice. 

17. Data of sow of (he Call so Train 
7th December 1998 

18. Pate ofdchvgy oftberafltotaaierby theOtBdalFa h a r attons Scrvicref ItoEarapenn CtvattinHlt k* . 

7/12/1998 

19. Ke/trrracc reg m iMi g tto extra! to which the contract El eo ruu l by tto GATT agrrancnl. 

The cnaebedenmiaa for cappiy of rervicHly Technical CotKaftast* i* cohered by tto GATT hgretiarm. 


We want your business 
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SCIENCE VIEWPOINT MICHAEL PEEL 


Crowd pleasers 
in the ascendant 


Talking racoons and astral bodies are rarely 
associated with scientific endeavour. But a 
disquieting trend is crystallised by a new book 


*■-’ Knryftlullis's life 
acquired a new 
dimension after he. 

; picked up a stranger one 
night around Christmas 
19TS. “She looked deep into my 
*.->«? ami did somi-thing to me 
with her mind that was ecstatic." 
he writes m his book Dancing 
.Xckcd in the Mind Field. "It 
turned out that she could travel 
on tile astral plane." 

It was not his only contact 
uiLh the supernatural. Seven 
years later he was deeply 
disturbed by an encounter with a 
stnuiye being that resembled a 
talking racoon. 

On the fact- of it, there is little 
tu separate the author's tales 
from reports in US tabloids such 
as the National Enquirer. But Dr 
Mullis is a Nobel chemistry prize 
winner, m td his book of often 
bizarre reflections and 
rccollectiuns has been lauded 
by the US press 
establishment. 

By giving Dr Mullis a 
respectful write-up. the media 
have legitim used the darker side 
of the off-the-wall image he 
projects. His accounts of 
drug-taking; surfing and 
womanising are interleaved 
with uncompromising attacks on 
the "illusions" of modern science, 
which include the beliefs that 
HIV causes .Aids and that 
burning fossil fuels triggers 
global warming. 

Dr Mullis Is the latest in a 
tradition of publicity-hungry 
researchers who. to the dismay of 
their fellow experts, conjure up 
wild theories about subjects way 
beyond their expertise. They 
usually offer only superficial 
evidence, and typically see 
themselves as dissenters 
revealing truths to the public 
that the "scientific 
establishment" would rather 
hide. 

They include James Lovelock, 
creator of the Gaia hypothesis, 


which is founded on a belief (hat 
the world is a single- living 
organism made up otf the land, 
sea. air and all living thing s. 
Another example is Rupert 
Sheldrake, a biologist who has 
for years promoted a -theory 
known as morphlc resonance, 
which holds that tbe building - 
blocks of life are not DNA, but 
non-material "morphogenetic 
fields" surrounding every 
organism. 

This group may embrace a 
diversity of issues, but its 
members enjoy one common 
privilege; a media audience that 
takes their ideas seriously. "An 
authority is being granted 
beyond someone's expertise," 
says Martin Bauer, a lecturer in 
social psychology at the London 
School of Economics. "But there 
is a problem: if you grant 
authority or trust, you have to 
find out if this [person] Is 
trustworthy." 

There are plenty of scientists ~ 
who have earned that trust 
People such as Steve Jones, the 
geneticist, who talks cogently on 
television and radio about 
political and social issues. These 
true polymaths are effective 
because they are reluctant to 
jump to conclusions - their 
approach tends to be, in Prof 
Jones's words, "discursive and 
defensive". 

By contrast, the 

pronouncements of Dr Mullis and 
others like him contain few 
qualifications. They speak off the 
cuff and often prove rich sources 
of material for groups with 
distinctly unpleasant ambitions. 
"Comments on HIV have been 
used by a lot of people who were 
anti-gay, anti-medical profession 
and anti-science." says Alun 
Roberts, publications officer at 
tbe British Association for the 
Advancement of Science. 

Organisations with 
ultra-conservative agendas, such 
as creationists, increasingly try 


to recruit self-proclaimed 
scientific mavericks to lend 
credibility to their views. 
"Anyone who has a name for 
science will be valuable,” says 
Steven Yeariey, a professor of 
sociology at York University. "It 
can be used in a very 
retrogressive way." 

- These Interest groups take 
advantage of tbe public's respect 
for scientific qualifications, 
widely seen as denoting what one 
sociologist describes as “generic 
smartness", spanning many 
disciplines. Many people agree 
with the poet WJL Auden, who 
wrote: “When I find myself in the 
company of scientists I feel like a 
shabby curate who has strayed 
by mi stake into a drawing room 
of dukes.” It seems possible that . 
some scientists start to believe 
this hype. "Hie scientists 
themselves clearly become 
accustomed to their 
autharitativeness," says Prof 
Yeariey. “They may well feel 1 
am accustomed to tbe logic and 
the ways of science, so - even 
though this is not my field of 
expertise - 1 know how to offer a 
disinterested argument'.” 

This desire to comment freely 
on many areas of research may 
gign reflect the chang in g nature 
of scientific investigation. Last 
century, scientists typically 
undertook a wide range of work, 
and tbe whole discipline had a 
strong philosophical component; 
today, research is largely 
experi m ental and is concentrated 
on highly specific areas. 

This change may be a 
frustration to those scientists 
who are convinced they have a 
wider role. Their attitude reflects 
the philosopher Isaiah Berlin’s 
division of thinkers into two 
groups, which be called 
hedgehogs and foxes. Hedgehogs 
concentrate their energies on 
expanding their knowledge of 
one area, while foxes like 
to bestride a variety of 
disci plines . 

Yet the fox makes a poor 
practitioner of research, which 
d emands rigour of thought and 
experimental thoroughness. The 



result is that the most 
publicity-seeking scientists will 
often resort to what Steve Fuller, 
a sociology professor at Durham 
University, describes as "magic 
bullet theory” - that is, they will 
attempt to relate diverse social 
and physical phenomena back to 
their specific area of knowledge: 
“A lot of these guys are talking 
complete rubbish, but they are 
able to parlay their knowledge 
into general topics.” 

Not surprisingly, says Prof 
Fuller, scientists who offer 


seductively simple solutions find 
it easier to sell books than their 
more cautious and conscientious 
counterparts. That helps explain 
why Dr Mullis and otters stray 
on to crowdpleasing topics such 
as astrology, the paranormal and 
alien abductions, raising the 
status of opportunists outside 
science who seek to pass - 
quasi-spiritual meanderings off 
as established truths.. 

That is why the mainstream 
media's lack of scepticism 
towards Dr Mullis is cause for 


concern. . By portraying him as 
free-wheeling, combative and - 
above all - fun, they obscure the 
potentially serious consequences 
of his indulgence in loose 
conjecture. 

Dr M uIHs deals in scientific 
and philosophical certainties^ 
and admits few doubts. Anrid his . 
attacks on nutritionists, 
environmentalists and the 
dress sense of his fellow 
professionals, he comes, close to 
humility only once, when he 
describes ah occasion when his 


recreational use oflaughing 
gas almost cost him ids 
lips and tongue. 

His conclusion might 
describe his decision 
to write the book: 

“It had been a dumb 
thing to do”. 
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Dancing Naked in die 
Mind Field published 
withe OS by Pantheon ($24). 


Midtael Peel is a Financial Times 
Journalist 


LEGAL SKILLS PERFORMING 
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Showmen and 


I imiK WPV£ HGH2D G HOUGH F&M 

<4BUR LfeW2NH> ■PRJEND, ME JAefcfoN. 

GET 04 WITH THE CASE 


high-flyers 


Punch and Judy shows 
and the Big Top have 
a surprising amount 
in common with 
court roams 




1 The relationship between 
' lawyers and circuses has 
i never been properly 
examined. 

Yet some trapeze artistes 
regard being trained as lawyers 
;lh invaluable. By contrast a 
Milicilor who used to be a Punch 
und Judy man says it gave him 
huge advantages when he turned 
to the law. 

Former barrister Esther 
Solsdnn. now of The Flying Puds, 
speaks of the self-confidence and 
an.iiuiral skills she has brought 
u* lier art. 

"Hi’ing a hums ter involves 
lx-iiig a bit of a performer 
ait>n.iy," she says. And falling 
Irani the trapeze in front of an 
audience ot a thousand holds few 
tears when “every day. as a 
IxirrisftT. you think: 'Am l going 
to hr humiliated by a Judge In 
court today'?" 


Freelance trapeze artiste Lacy 
Morgan qualified as a solicitor at 
London law firm Lewis SilMn. 
She has since worked with 
Cirque du Soleil and the English 
National Opera. 

She too speaks of the 
performance skills that she 
picked up as a lawyer as the 
thing that makes the difference 
between art and a mm 
gymnastic routine in her new 
profession. 

Ms Morgan also notes tbe 
similarities between circus life 
and working in a commercial 
law firm. “Circus life Is very 
macho, and yon have to be 
self-reliant when you are a 
woman on your own.” 

But what can performers bring 
to the law? 

A lot, says Paul smith, head of 
environmental law at Eversheds, 
the national law firm. He came 
to the law having created the 
world’s largest Punch and Judy 
company. As the person in 
charge of remuneration at 
Eversheds. be sets an example to 
fellow lawyers, supplementing 
his income by continuing to give 
performances. But for Mr Smith 





the most important thing is that 
the basic skills of a Punch and 
Judy performer have been 
invaluable to him as a litigator. 
He gives examples: “Humour. 


manipulation, aggression and 
dealing with clients who turn 
u*3y.” 


Nick Gillies 


Fine reduced because of delay 


LAW AND FINANCE ASIAN DEVELOPMENT BANK 


Region banking on 


legal support 


A meeting at the bank’s headquarters identified 
three areas of concern, says Nigel Page 





European 

court 


Thf European Cuurt of Justice 
lw.s ruh.il that a delay of five-and- 
j i- half years I w tween a case com* 
:;j£ to the junior Court of First 
instance and the court giving 
jud-^uient was a hreach of the 
dppelkinfs human rights under 
the European Convention on 
Human Rights. 

The ECJ said the delay should 
lead to a reduction In the flue 
imposed on the appellant. 

Tin- judgment arose out of the 
.trtion brought by the European 
Commission against several 
welded steel mesh producers. 

The Commission found the pro- 
ducers had operated a cartel In 
luv.ieti «if the European competi- 
tion mini between 1980 and 1985. 
It imposed a fine of EctM.Sm 
on the appellant, Baus- 
Inlilgeweb*.!, a German producer. 

U.iustahlgcwebe brought an 
application for annulment or that 
division ut October 1989. The 
matter was transferred to the CFI 
in November 19S9. Judgment was 
finally delivered tn April 
iw , r, I 


Although the CFI reduced the 
appellant's fine, it appealed to 
the ECJ on tbe ground that the 
CFI had infringed its right to a 
hearing within a reasonable time 
under Article 6(1) of the Euro- 
pean Convention. 

It also claimed that by deliver- 
ing its judgment 22 months after 
the close of the oral procedure, 
the court had infringed the gen- 
eral principle of promptitude. 

The ECJ said article SO) guar- 
anteed the right to a fair trial 
within a reasonable period. 

In the present case the delay 
between commencing action and 
judgment was five years and six 
months. 

The Court said the reasonable- 
ness of such a period had to be 
appraised in the light of the Cir- 
cumstances specific to each case 
and in particular, the importance 
of the case for the person con- 
cerned, its complexity and the 
conduct of the- party concerned 
and of the competent 
authorities. 

On the issue of importance the 
Court said the appellant’s eco- 
nomic survival was not 
directly endangered by the pro- 
ceedings. 

Nevertheless, in competition 
cases, the fundamental require- 


ment of legal certainty on which 
economic operators had to rely 
and the aim of ensuring that 
competition was not distorted in 
the internal market were very 
important. 

They were significant not only 
to the appellant and its competi- 
tors. but to third parties in view 
of the large numbers of persons 
and financial interests involved. 

Tbe feet that the appellant was 


The Court said the 
appellant’s economic 
survival was 
not directly 
endangered 


not asked to pay the fine imposed 
by the Commission, but merely 
hod to provide a bank guarantee, 
could not deprive it of its rights 
to a fair legal process within a 
reasonable time. The procedure 
was therefore of importance to 
the appellant. 

The Court said it was also clear 
from the papers before the Court 
and from the contested judgment 


that the case was complex. 

In respect of the appellant's 
conduct, the Co art said it was 
not dear the appellant had con- 
tributed in any significant way to 
the length of proceedings. 

As regards tbe conduct of the 
CFI, the Court said the purpose 
of establishing the CFI and 
introducing two levels of jurisdic- 
tion was to improve the judicial 
protection of Individual interests 
in cases needing dose examina- 
tion of complex facts and to 
maintain the q uali ty and effec- 
tiveness of judicial review in the 
European legal order. 

That its tasks Involved such 

curaminaHnn did DOt eXCUSe the 
CFI from observing reasonable 
time limits. The 32-month delay 
between the end of the written 
procedure and the decision to 
open tbe oral procedure, and tbe 
22-month delay between the oral 
procedure and judgment, could 
not be justified. In the light of 
this the Court reduced tbe appel- 
lant's fine. 


C-lS^SSP: Baustahlgewebe GmbH 
v Commission, ECJ FC, Dec 17 
im 


BRICK COURT CHAMBERS, 
BRUSSELS 


At the end of October, 
Barry Metzger, general 
counsel of the Asian 
Development Bank (ADB), hosted 
an informal co ns ul t a tion among 
30 leading lawyers from across 
tbe Asia Pacific region at tbe 
bank’s Manila headquarters. Tbe 
meeting's purpose was to focus 
oh legal problems of investment 
and finance arising from the 
Aslan financial crisis. 

Leading law firms were repre- 
sented, alongside corporate coun- 
sel, Including Jim Watkins of Jar- 
dine Matheson, Sukjo Kim of 
Daewoo' Group and Will Hay of 
GE Capital Leading lawyers 
from Asia’s worafrhlt economies 
were also there, together with 
project finance specialist Peter 
Cleary of the UK’s Freshflelds 
and Bill Campbell of the US law 
firm Orrick Herrington & Sut- 
cliffe's. 

Tbe convergence of such a 
wealth of legal talent is rare. "It 
is usually extremely hard, to get 
competitors into a room together 
to discuss emerging trends. The 
feet that we did Is testament to 
the seriousness of the Asia crisis 
and the critical role which legal 
issues are playing in the response 
to it,” says Mr Metzger. 

Participants were invited to 
share their own experiences of 
the region’s 18~moath taQspln, to 
help the ADB identify the legal 
Issues feeing Asian governments. 

Three principal issues emerged; 
an embryonic revolution in cor- 
porate and financial market gov- 
ernance; the crucial importance 
of maintaining an environment 
for foreign investment; and tbe 
necessity of bolstering the legal 
and judicial Infrastructure to 
enable reforms to go ahead. 

Where corporate and financial 
market governance is concerned, 
Asian governments’ increased 
emphasis on transparency and 
accoun t ability has been a condi- 
tion of assistance from agencies 
such as tbe International Mone- 
tary Fund, tbe World Bank and 
the ADB. 

“Even before tbe crisis, there 
were calls for legislative reform 
to increase disclosure and 
accountability among listed com- 
panies and financial institutions. 
The reform process has been sub- 
stantiaily accelerated, with 
changes in securities market reg- 
ulations, in listing requirements, 
and in tbe regulation of banks 
and non-bank financial institu- 
tions. What is now taking shape 
will change the face of corporate 


and financial Institution gover- 
nance in Asia," Mr Metzger says. 

In respect of foreign invest- 
ment. mast Asian governments 
recognise ft will play a crucial 
role in regeneration, although 
political opposition and popular 
reservations persist In a number 
of countries. 

Demand for power and other 
utilities infrastructure is sup- 
pressed but the amounts of 
money needed to finance such 
projects in the longer term Is 
beyond the means of most of the 
region's governments. 

Private investment in infra- 


Many of the 
reforms in 
response to 
the crisis are 
controversial 


structure will remain important, 
and the way in which govern- 
ments attempt to renegotiate 
existing independent power pro- 
jects in tiie next 12 months will 
have a significant bearing on 
their ability to. attract such 
invest men t. Mr Metzger says. 

Investment requirements for 
infrastructure are dwarfed by tbe 
capital funds required to recapi- 
talise banks and other financial 
institutions. Participants pre- 
dicted that, as financiers reassess 
their potential exposure to Asian 
infrastructure projects, guaran- 
tees from public sector institu- 
tions, such as the ADB and 
World Bank, will become increas- 
ingly necessary to make projects 
bankable. 

Mr Metzger points to tbe ADB’s 
decision earlier this year to pro- 
vide a direct bank loan of KOm to 
Thailand's Sxfmbank. alongside 
a parallel syndicated commercial 
loan of S950m which benefited 
from a structured ADB guarantee 
as an example of this trend. 

Historically, such guarantees 
had been back-end loaded (cover- 
ing later maturities}, but here, 
given the Asian crisis, the great- 
est risk was In the early years so 
the ADB guarantee covered the 
first three, and possibly four, 
years of principal and Interest 
Participants agreed that creative 
use of ADB guarantees was an 
important breakthrough. 

The ADB, founded in 1966, is a 


public international development 
finance institution owned by 57 
member governments. It has 
been particularly concerned with 
the development of capital mar- 
kets, financial sector reform, and 
reforms to the regulatory, legal 
and Ju dicial infrastructure in its 
member countries. 

Mr Metzger has taken a lead in 
the third area of concern raised 
in Manila - improving the legal 
and judicial infrastructures In 
the ADB’s developing member 
countries, to ensure that much- 
needed reforms are implemented. 

This is not always an easy 
t ask - “There is a recognition that 
many erf the reforms in response 
to the crisis are controversial, 
and that the public legal service, 
judiciaries and regulatory agen- 
cies across Asia must be bol- 
stered," be says. 

The ADB’s law and develop- 
ment programme has grown with 
particular emphasis on training 
local executive branch lawyers, 
judges and regulatory agency 
personnel. 

Lawyers and foreign invest o 
have long lamented the weakn 
of Indonesia’s judiciary. Since the 
onset of the crisis, the govern- 
ment has hand-picked a number 
of senior judges and installed 
them in a new commercial court 
in Jakarta with jurisdiction to 
hear cases under the country's 
new Insolvency law. 

Mr Metzger has been the driv- 
ing force behind the legal adapta- 
tion of the bank's traditional 
lending policies to meet tbe 
requirements of the Asian crisis. 

The bank's largest lean to date, 
for example, a $4bn fir an rial sec- 
tor programme loan to South 
Korea approved in December 
1997, was linked to ftr-reachlng 
financial sector reforms, as were 
a $300m financial reform pro- 
gramme loan to Thailand, ind 
the recent $1.5bn fimingal gover- 
nance sector development jro- 
gramme for Indonesia. , 

The ADB's financial awafi fedce 
packages have also been tied' to 
governments maintainixg 
spending on “social safety 
for their people and, in &artca- 
lar, for the most vulnerable' 
social groups. \ 

Mr Metzger concludes: "Tie 
bank has had to respond vry- 
quickly lh assisting govenunets 
across the region with urgeny 
needed help." 
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topic will continue on news an 
features pages within the Etna 
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Shrader takes 
the helm at 
Booz-Alien 
& Hamilton 

• The manager tvnt 
consultancy- Bnc*-Allen & 
Hamilton, winch has been 
Rhnken by arm or two policy 
djsagreenvrils in thp recent 
past, hos voted in a new 
boss. Ralph Shrader, 54, 
will take over in April, when 
the present boss Bill Stasior 
reaches retirement. 

.The two men are reluctant 
to talk about the nature ol 
Ihe arguments within the 
firm, which have gone on 
since early this year. At that 
fata. Shnoer Mid. “the 
partners agreed we wanted 
to be very heavily involved in 
strategy. In the past week 
. we have firmly agreed the 
^direction we'it: going to 

■ take". 

I Which is? Well. Shrader 
r said, he was not about to 
broadcast that to the 
competition. “But one thing 

* the partners were saying in 
their choice of me as leader 
was that vie have not orfly 
classical strengths in 
consulting, but technological 

■ strengths we want to 
unleash. " 

Shrader himself has a 
string of degrees in electrical 
engineering, including a 
. PhD. Tlv>n again, he said, alt 
that was 30 years ago: "I'd 
bo hard pressed to solve 
an engineering equation 
these days." 

More relevant, he said, 
was his experience working 
for various telecoms clients, 
and also doing classified 
deienct- work for the US 
government - something; of 
a Bcoc speciality. The arm 
now is to make better use of 
the firm's technological 

expertise alongside its 
strategic consulting, on the 
familiar grounds that more of 
the strategic issues clients 
now (ace are technological 
m nature. 

One thing firmly ruled out 
is a switch (ran partnership 
to public company status, 
something of which Bopz 
had unhappy experience in 
the and early 1970s. 
According to Stasior: “You 
lust can t measure off what 
you need to «io for clients 
against ilte short-term 
pressures ol tin* market; We 
have Ixvn down that road 
betnn?. and wo don’t intend 
to go down it again* . .. 
Tom .AifAsnr?. London 

CSFB appoints 
vice-chairmen 

f CmhIiI Suisse First Boston. 

the* investment bonk. has 
*" appointed four of ifs 
f US -based imer.linont 

• bankas .re i icp-chairmen to 

■ enat'-fi* them tc play a 

'• broader and mow visible 
r fo!t>> ki representing Hie firm 
. ! ■ with ns clients, 
f Ttw lour art Richard Bott 

’ Steven Koch. Robert 

' Murtey and Mark 

► Patterson 

V Kuch. 4?. is co-head of 

- CSFB'si nvrgem and 
acrtiiiftiiuxre group with 
Gwdm Hir'h and Scott 
Lindsay, “fin honoured that 
dip firm has .ippodiled both 
myself and my three 
wonderful roHcagmas to 
this.” Korn said He pined 

!f ’ the firm or. 1981? and was 
named nj-henri of the M&A 
group «n 1993. 

Bott. 51. heads CSFB's 
•_ qlohai industry groups, 

jtatPtuivuui tOiired thy 'firm in 

'I* 197 

r K " Muriev .■ 4B. is head of 
CSFR's North American 
reqiz * ns and Chccogo office 

• and serve’s as chan man of 
“ the firm's North American 

> operating committee. He has' 

• • spent Ms entire career at 

CSFB. having joined the lirm 
m 19711'. 

Patterson. 4ti. >s head of 
CSFR’s kMrfsge finance 

■ group. He is a member ol 
the (tan'* Kwd income 
management committee and 

• the prnmtn «vest moot 
committee He manages the 
majority ot the firm's 

- reWionshtps with the largest 
’prwRte 4'rpMty lams. 

Altai Wheat. chief 

■ - * -exoctilivd ofticw ol CSFB, 

' Hid he has asked lit* four 

exwMivffs to -pUry a 
. broader inti more visibl e . 

hale in represwilina the firm 

■ \ MB> our cMmls. W* low have 
ftuufe mfljorcontnbutKana to 
»»:lirm over a long period . 
tmt represent the best 
aspects of what vre wouW 
like CSFB io be’. 

Lows. New York 

Thomson rises 
at Citigroup 

Todd Tlwmedn has beers 
appomwd mraor 
vfceprewdflnL sSrategy ®*d 
burtwH devetoprMrt « 
Cfagreup. reporting » -W» . 
Reeri and. Senior d-WeiBi 
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co-chairmen and chief 
executive officers. He wW be 
m charge of strategic 
planning and will review 
acquisition and divestiture 
opportunities for Cittoroup 
globally. 

Thomson, 37, was 
previously senior 
vice-president, global 
development for Travelers 
Group, which merged with 
Citicorp to create Citigroup 
in October. He joined the 
company this year from GE 
Capital services, the financial 
services arm of General 
Electric where he was senior 
vice-president, strategic 
planning and business 
development. 

Tracy Corrigan, Naw York 

Board changes 
at Philips 

Philips, the Dutch 
electronics group, is to lose 
two members of Its 
nine-strong board in the first 
half of next year. Dudley 
Eustace, vtee-chabman, and 
Y.S. Lo, head of Its 
components division, are 
stepping down for what . 
were described respectively 
as personal and health 
reasons. 

Responsibilities of 
Eustace, who will remaki an 
adviser, are being divided 
among Jan Horn men, chief 
financial officer, and RoeJ 
Pieper, the former Tandem 
Computers chief who is 
seen as heir apparent to Cor 
Boonstra as president The 
group's regional 
organisations, as 
refashioned by Eustace, are 
to report to Nico Brnijel, a 
management committee 
member immediately below 
board level. He wiD be joined 
on that committee by Gerard 
Kleisteriee, who takes over 
the components division. 

Wim Wiefens is to run a 
new headquarters for 
western Europe. Although 
based in Eindhoven, It will 
exclude Philips's 
Netherlands operations, 
which are also located there. 
Gordon Cramb, Amsterd am 

Rolin sets up 
Metropolis 

Pierre Hofin, formerty head 
of international real estate at 
Credit Sidsse Private Bank; 
has left to set up a new firm 
that aims to captaitee on the 
growing demand. for real 
estate investment i 
services from very 
private events. 

The firm - Matropofc- - 
Strategic Real Estate 
Advisors - currently has 
assets of about $300m 
under management and wffl 
have offices in London and 
New York, and a 
representative office in 
Zurich. 

The new company has 
formed alliances with a 
range of organisations in 
each market in order to 
deliver a fuH range of 
services. In the UK, these 
include Clyde & Co, 
chartered surveyors Knight 
Frank and tax consultancy 
Arthur Andersen & Co. 

Metropolis Is hoping to 
attract the clientele 
ina'easingly seeking the 
services of so-called "famBy 
office” providers who offer a 
full range of investment 
support services to very 
wealthy private individuals 
who prefer to lead their own 
investment portfolios. 

“It is a kind of white-glove 
service centre.” Rolin says. 

“It can do everything from 
buy a jet, to form a family 
foundation, to structure a 
complex transaction to 
minimise the impact of tax." 

Rolin says that Metropolis 
wdl specialise in catering to 
the specific cultural, refigious 
or national requirements of 
very wealthy individuate 
around the world. One 
potential product would be 
the design of a real estate 
investment vehicle aimed at 
wealthy Moslem families 
who are forbidden to pay or 
to receive Interest 
The range of services wHl 
include asset allocation. - 
trust formation, servicing 
and reporting of investment 
returns and Identification of 
specific targe* assets. 

Noma Cohen, London- 

Trudell to 
head Saturn 

General Motors, the largest 
of the US car and truck 
rnajjBrt, has announced that 

Donald Hudler, the GM 

veteran who has been 
chairman of Its Saturn 
subsidiary since 1997, wifi 
retire at the end of the yew. _ 

He w« be replaced by 
Cynthia Tmdafl, a Canadian 
Wbc te currently president «* 
©C VaMctes, the UK-based 
op eration, which makes the 
Frontera foUr-wfrteJ drive 
vehicles and was formed m 
partnership with Japan’s 


burn -11 years aga ;; 

Although Budler, who 
Joined GM in 1956 and b 
now in hh ndd-SQa; is - 
retiring, he will move onto 
become chief executive erf - 
the new Saturn retafl 1 
franchise operating 
company, which is being 
formed to operate Saturn 
dealerships. 

The move ts fafrfy 
Innovative on GM’s part 
various carmakers are 
looking al ways to 
strengthen their hold on the 


car-selling process in the 
face of general Industry 
consolidation, but this b the 
fast time a manufacturer has 
used a holding company 
structure for a single brand. 

Although GM has not 
released details, there has 
been speculation that Saturn 
. Retell Enterprises will be a 
pubdefy traded company, 
tircumvenfrig problems In 
states where automakers are 
barred from owning 
dealerships directly. . 

During the past IB 
months, Saturn has acquired 
about 30 retail facilities from 
dealers who want to quit the 
business, and most of these 
are expected to pass to the 
_new Saturn Retail 
Enterprises. 

Trudell, meanwhile, takes 


over after an at fanes shaky 
year for Saturn. At one 
stage, it looked as if the 
unique labour relations might 
be threatened by strike 
action, but management and 
union leaders eventually 
announced a deal to keep 
the contract That both 
rewards productivity and 
gives employees a^say in the 
way the company is run. 
However, defining Saturn’s 
place with GM’s North 
American operations 
generally - and. the extent to 
which it retains Us 
independence as the 
company generally pushes 
for cost-efficiencies - 
remains a defeats issue. . 
NhtfTatt,. Chicago 

Young moves to 
FPL in Honda _ 

Roger Young, the friendly 
Scot who built Scottish 
Hydro- Electric into a 
successful niche player on 
the UK electricity scene, b • 
leaving Scotland to become . 
president of the FPL Group, 
a US electricity company 
based in Florida. 

In the carving up of posts 
in Scottish and Southern 
Energy, created from the 
merger in the summer of 


Hydro-Becfrfc with Southern 
Electric, Young took the slot 
of non-executive deputy 
'chairman, with the position 
of chief executive going to 
Southern's Jim Forbes, 
another Scot Before the 
merger he had told 
hb board he wanted to 
step down during 19% 
after a decade as chief 
executive. 

Young, who Is 54, wHl be 
second in line to James 
Broadhead, the current 
chafrman, prescient aid 
chief executive of FPL, who 

will relinquish the post of 
president Young will have 
the presidents of Florida 
Power & Light and FPL 
Energy reporting to him, as ! 
well as the group’s ; 

presidents of power 
generation and nuclear 
generation. j 

Broadhead says he 
recognised during a ! 

business exchange 
programme between the two 
companies earlier thb year 1 
that Young had “a 
management style and a 
business strategy that are 
highly compatible with FPL 
Group". FPL serves 3.6m 
customers in Florida and 
generates power In 11 
states, ft had turnover of ; 
S6.4bn in 1997 and has a 


market capitalisation 
of $11 bn. 

Young, who was educated 
at Gordonstoun and read 

mechanical engineering at 
Edinburgh university, joined 
Hydro-Bectric in 1988 and 
prepared it for privatisation 
in 1991. Hb strategy was to 
overcome the disadvantages 
of its small customer base In 
northern Scotland by 
building a gas-fired power 
station and several 
combated heat and. power 
plants in England so that 60 
per cent of pre-interest 
profits now comes from 
outside Scotland. 

The Scottish Office tried to 
balance the ' strengths and 
weaknesses of Hydro- 
Electric and its larger sibling 
Scottish Power at 
privatisation, but Hydro's 
share price has usually been 
at a premium. 

James Buxton, Edinburgh 


Moving 

places 


0 EMC Lid, management 
consultancy, will be opening 
an office in Kiev, in Ukraine. 
It wffl be run by Oleg 
Shvfdaneko and Gnat 
Sergienko. 

• Alan Younes, 48, has 



ffigM (fraction: Young’s style and strategy appwlnl to FPL 


been appointed a member 
of the managing board of 
Rabobank international, the 
corporate and investment 
banking arm of the 
Rabobank Group. Most 
recently he worked at 
Bankers Trust in London, 
where he was global head of 
operations and technology 
for all Bankers Trust's 
business in European. 

• J.P. Morgan has named 
Gaby Abdelnour, managing 
director, head of the firm’s 
global business and 
operations in the Middle ' 
East and North Africa. 
Abdelnour was previously 
managing director of Merrill 
Lynch's Investment Banking 
group. He succeeds Walk! 
Nsoufi, who since 1977 
covered the firm's Middle 
East franchise. Nsouii will 
become a senior adviser to 


the firm regarding the Middle 
East business. 

• Donaldson, Luftktn & 
Jenrette has appointed 
James Alexandre. 41, to 
the new position of 
president and chief 
executive of DLJ 
Internationa] Group, Its 
London-based affiliate. He 
was head of DU's global 
equities distribution 
capabilities. 

• Lew firm Covington & 
Burling has announced that 
Christopher Roberts has 
joined the firm as senior 
trade analyst. Roberts 
comes to the firm after a 
career In the British Civil 
Service spanning 30 years. 
From 1987 to 1997 he was 
the UK's director-general of 
trade policy in the 
Department of Trade and 
Industry. 
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not just 
improve the profession. 
They created it. V 7 


W e, the Private Bankers of Geneva, are proud to have cre- 
ated, two centuries ago, a vocation that continues to bring 
so much to this city and, very importantly, to our clients. As well 
as astute asset management, it comprises a level of personal ser- 
vice and respect for privacy that cannot be duplicated elsewhere. 
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times in the 

mountains 


The latest Tate Gallery Report 
teas us there are some 38.000 - 
yes: 3H.QOO - works on paper 
among the contents of his studio 
that Turner left at his death to a 
grateful nation. And since its 
opening in 1987, purpose-built a 
mere 138 years on from the event, 
to house that bequest, it has been 
in part the business of the Cl ore 
Gallery at the Tate to explore 
nod Illuminate that mass of 
drawings, watercolours and 
sketch-books, in a continuing 
series of special exhibitions. 

What we see in this 
fork is the young 
Artist at his most 
impressionable, 
fixing an interest 
for ever 

Even after nearly 12 years, 
there is still some way to go, but 
already that programme repre- 
sents, in its cumulative scholar- 
ship and the quiet, steady plea- 
sures and excitements its affords, 
as important an achievement as 
any of the Tate in the century of 
its existence. We have come to 
realise that none of these shows, 
modest in scale though they 
always are. should be be missed. 
The latest of them, devoted to 
Turner’s first journey into the 
Jps. made in 1802, when he was 
during the brief interval in 
‘ Napoleonic Wars after the 
ace of Amiens, proves to be as 
'significant as any. 

While most such tourists took 
the chance simply to make for 
Paris, be and his patron. Newbey 
Low son. kept going, setting then- 


faces further south, to Grenoble 
and Geneva, then to Mont Blanc 
and Gourmayeur, back over 
Great St Bernard Pass to Mar- 
on to ChiHon, Lausanne 
and Lucerne, up to the St Got- 
thard pass, back to Zurich and so 
back home. They left London in 
mid-July and were back at Paris 
by the end of September after an 
evidently difficult time, walking 1 
as much as riding over either 
precipitous wilderness or country 
much impoverished by the wars. 
Even without the work accom- 
plished, the sketch-books filled, 
those 10 weeks or so seem hardly 
long enough. 

It was Turner’s first experience 
of the continent, and no single 
visit was to prove more impor- 
tant to him. For what we see in 
this work is the young artist at 
his most impressionable, filing 
an interest for ever, and working 
his way towards the full mpana 
of Its expression. There are a 
number of spectacular works 
included, among them several 
large presentation or commis- 
sioned watercolours, but more to 
the point is the intuitive techni- 
cal development we witness - the 
rapid, efficient notation by which 
the experience and information 
were recorded - that made them 
possible. 

It was. in short, a formative 
moment Turner was already an 
inveterate traveller, and indeed 
had made his name by his jour- 
neys around Britain, especially 
into the wilder regions of Scot- 
land and North Wales. The brood- 
ing, awe-inspiring wilderness as 
the subject of art was nothing 
new to him, but only, perhaps, its 
scale. There remains, in the 
more finished works from this 
only slightly later period, some- 
thing of the quality of the great 
landscape watercolours of the 



OPERA 


Exhiarating watercolours: The Battle of Fort Rode, Val d7 


If, by Turner 


late 1790s, stffl concerned more 
with tone and mass than light 
and colour. And the working 
material that this first Alpine 
tour produced is, for the most 
part, superficially not colourful 
at aD, but black, and grey, line 
and tone. 

Yet even in these drawings, we 
begin to detect a new freedom of 
statement, an almost abstracted, 
exploratory notation that is qual- 
itatively different from the more 
literary Romantic sensibilities of 
that earlier work. Turner would 
always re-introduce, throughout 
his career, an element of conven- 
tional literariness to his “fin- 
ished” pieces, his presentation 
and compussianed watercolours;, 
but out the road, it is a purely 


practical and visual matter - 
looking, responding, simplifying 
and getting the information 
down. We are there, at his 
shoulder as he does it, smudg ing 
in the rfiRtan* mo untains beyond 
the Lyons Road, his pencil scur- 
rying across the page to register 
the flat fields of the valley 
in a system of rapid dots and 
sqoiggles. 

And before the tour Is over, 
that freedom has Mrtentfotf to the 
water-colour studies and the 
broader drawings, if not yet with 
quite the abstract freedom and 
simplicity they would achieve 
within a year or two - here won- 
derfully demonstrated by his 
later, wprkrng-up in colour (1817) 
-of a grey-wash sketch of Bonne- 


ville from the Chamonix road; 
and of the St Bernard Hospice 
(1810) from a pencil original- But 
the possibility is clearly there, 
albeit in virtual monochrome, 
implicit alike in the broad, 
scratchy indications in chalk and 
wash of the forests beneath the 
Eiger, the gouache study in 
green-black and grey of the 
yawning chasm by the St 
Gothard Pass, or the watercol- 
our, once owned by Ruskin, of 
the dizzying bridge at Fort Roch 
in the Valley of Aosta. It Is odd 
how such thing s , drawn in a pal- 
ette apparently so dour and lim- 
ited, can seem so colourful. Real- 
ised with such spirit, they are 
amply exhilarating: . 

This is a remarkable show, all 


the more so for the quality and 
importance of things not seen 
before, with so much already 
done - be was already a full 
Royal Academician - this 
moment of transition is pecu- 
liarly si gnifican t The wars would 
soon start again, and Turner was 
not to see the continent again for 
15 years. What he experienced in 
the few weeks of that first trip 
would keep him going, and fuel 
his imagination for painting after 
painting back in the studio. 


Turner in the Alps: The Tate 
Gallery, MintuHiit, London SWl, 
until February 14, then on to the 
FondatiOD Pierre Gianadda, Mar- 
tigny, Switzerland: sponsored by 
Lombard Odier & CSe. 



Turgenev through Irish eyes 


THEATRE 


ANTONY TH0RNCR0FT 


A Moatti in the Coenby 
Royal Shakespeare Company 
Stratford-upon-Avon 


M— miffing; Sara Stewart u th* bored «»■, Natalya Petrovna 


The greening or Russian 19th 
century dramatic masterpieces 
continues. After Frank McGinn- 
ness's rather unsettling Irish ver- 
sion of Ostrovsky’s The 
Storm comes Brian Fidel's much 
more successful re-working of 
Turgenev’s A Month hi the Coun- 
try. 

There are enough parallels 
between the Irish landowners, 
confined to their remote rural 
estates, far from events, and their 
Russian equivalents. There must 
have been many Natalya Petrov- 
nas. wasting then - beauty and idl- 
ing their wits in moribund mar- 
riages In Victorian Westmeath, 
dependent on an intelligent lap- 
dog of an admirer for stimulation 
- and quite willing to imagine 
they are in love with the young 
student hired from Dublin to 
tutor their son during the lan- 
guid summer days. 

But Friel's achievement is 
more than extendin g the univer- 
sality of Turgenev’s bittersweet 
‘'comedy". Hzs re-writing is sin- 
ewy and affecting, true to the 


original and to the period, but 
freshly dramatic. He certainly 
convinces that “love is a catastro- 
phe" as. at the end, the innocents 
are dismissed from paradise, 
leaving the trampled field to the 
manipulators. 

There can be no doubting Sara 
Stewart's sexual allure as Nata- 
lya, the bored wife of landowner 
Arkady, switching in an instant 
from beguiling charm to petulant 
se lfi shness. But the performance 
is all surface and it is hard to 
know whether her passion for 
young Aleksey (Jack Tarlton) is 
driven by boredom, jealousy at 
his childlike affection for her 
ward Vera (Catherine Walker), or 
sudden love. She is an unsettling 
centre to the production, but 
quite mesmerising. 

Sam Graham's Michel has no 
such ambiguity. Modelled by Tur- 
genev on his own life time pas- 
sion for the opera singer Pauline 
Viardot, he turns on the spit of 
dogged devotion, a contemporary 
Sir Lancelot, until he becomes 
the innocent catalyst for the 
storm that will blow away the 
apparent calm of the summer. 
Only belatedly he realises that, 
as a defence against the traumas 
of love, “perhaps we should all 
settle for a little esteem." 

The charm and the attraction 
of Michael Attenborough's well- 


paced production is that all the 
characters are beautifully cast 
Aleksey and Vera look very 
young and very vulnerable; Lloyd 
Hutchinson, as the local doctor 
who despises the aristocracy he 
lives off. could be more obviously 
underhand, but he makes a credi- 
ble fool. 

As does Darrell D’Sflva as Ark- 
ady, whose preoccupation with 
his estate makes him oblivious to 
the emotions racking his wife. 
Michael Loughnan, as the boor- 
ish elderly suitor for Vera, has 
enough solid virtue to explain 
the young girl's sacrifice. 

Perhaps the easy malapropisms 
milked from Colin Hurley's 
bumbling German tutor belong to 
a less sentimental play; but, after 
all, this is supposed to be a com- 
edy. It plays much better as this 
cynical drama, of lives turned 
over by boredom rather than 
malice, of selfishness trium- 
phant Attenborough has created 
a great ensemble feel to the 
work. Even the servants, espe- 
cially Jayne Ashbourne's pert 
Katya, have much to contribute. 

On an unimposing set, in 
which designer Tom Piper 
attempts to conjure up high sum- 
mer with billowy white drapes, 
this is as good A Month in the 
Country as yon are Likely to find 
in many years. 


Ruined 
lady wins 
America 


The Brooklyn Academy of 
Music's Majestic Theater, an old 
music hall renovated in a tide, 
faux -crumbling style, made an 
ideal venue for the latest produc- 
tion of Thomas Adfes’s chamber 
opera, Poicder Her Face. 

The theatre's carefully studied 
ruin - remnants of a spoiled, if 
fundamentally cheap, aristo- 
cratic elegance - complemented 
the dissipated life story of the 
opera's anti-heroine, modelled on 
Margaret. Duchess of ArgylL Her 
salacious divorce trial in the 
1950s delighted the public. It 
also mirrored Adfes's glittery, 
sharp-witted score - built on the 
“mins of tonality”, as librettist 

Philip Bensber described it. 

By now - after several produc- 
tions in Britain, beginning with 
the 1995 Cheltenham Festival, 
and others in Germany and Colo- 
rado - acclaim for the opera is 
nearly universal. In no time the 
score should take a place beside 
the most enduring and satisfying 
works from recent decades; it is 
unique, as both a summation of 
patchwork postmodernism, and 
as pointer for fixture directions. 

I attended the last of BAJVTs 
three performances, and happily 
report that Powder withstood 
mediocre, inexact playing by the 
Brooklyn Philhar monic (just 15 
members are required) and con- 
ductor Robert Spano. 

This convincingly vouches for 
the opera’s sturdy construction, 
more so than a stellar evening 
could. The players found the 
arhythmic sultriness and chro- 
matic sleaziness easier to convey 
than the punctuation marks — 
the taut chords, the sudden jabs 
- or the subtle, constant modula- 
tions of colour and mood. 

Edward Berkeley’s production 
transferred to Brooklyn from the 
American stage premiere at the 
1997 Aspen Festival The simple 
set (dressing table, desk, chairs) 
found reason for commentary 
only with a comic-book four- 
poster bed. The four singers, too, 
came from Aspen. None quite 
met Adfes’s expectation for virtu- 
oso, lyric voices with exception- 
ally broad ranges. 

Maire O’Brien carried the 
Duchess with authority, if too 
youthful sounding. For the final 
scene she oddly resembled Mon- 
ica Lewinsky - an understated 
but shrewd comparison. Trevor 
Smith had a good turn with the 
first act flapper tune worthy of 
Cole Porter. In the various roles 
of mocking antagonist. Heather 
Buck played delightfully hut 
needed more power at the top of 
her range. 

Perhaps with thoughts of tam- 
ing the obvious misogynistic 
impulses in the libretto, Berke- 
ley had Allen Schrott, as the 
hotel man ager, evict the old and 
impoverished Duchess more 
gently during the final scene; in 
the Aspen production, the man- 
ager was brutally icy. It made 
little difference, really, but at 
least showed that someone hack- 
stage was bothered by all the 
delight shown in the protago- 
nist's downfall 

By this time next year, Powder 
Her Pace will have circumnavi- 
gated the globe, with further per- 
formances planned for Europe 
and Australia. A recording on 
EMI conducted by the composer, 
presents musical details still 
unheard in the theatre - and 
will only heighten anticipation 
for his next opera. Pity the lad 
for all the pressure. 

Pierre Ruhe 


INTERNATIONAL 



Guide 


AMSTERDAM 

OPERA 

Netherlands Opere, H«t 
Muxtokthaater 

Tat 3 J- 20 - 55 T 8911 
The Quean of SpadaK by 
Tchaftattky, Conducted by 
Ssmyon Sychkovtoarww 
staging by Lev Oocfin, that wtt 
travel to Florence and Roma; 
Dee- 23. 26. 2 9 

BOSTON 

EXHIBITION 

Mwaeurn of Ftoe Art*, Boston 

Tel: 1-613-2679300 
Monet Si be 20th Century; more 
an 80 works painted by the 
list in the last decades of has 


,9* garden at Gavemy; to Pec 27 

COLOGNE 

ffBRA . 

)par dftr Stactt - 

■«/; 49-221-221 8240 - 

lie VOgafc fin* modem stains *w 

VrterfimunWs’s. opera. . 

tamieced in 1920. it w» banned 
iy the Nteta and BiUBy 


forgotten until a recent recording. 
This production is conducted by 
Bruno Weffl and staged by David 
Mouchtar-Samorai; Dec 22. 28 

FRANKFURT 

OPERA 

Oper Frankfurt 
Tat 49-69-21237 999 
www.frartdurt-businessMe/oper 
RJgoletto: by Vercfl. Conducted 
by Otaf Henzold and staged by 
Kurt Horres. With John Brflcheier 
and Elzbieta Szmytka; Dec 25, 
26.3 0 

HARTFORD 

EXHIBITION 
Wadsworth Atheneum 
Rater da Hooch (1629-1681): 
previously seen at Dulwich 
Picture Gallery, this first-ever 
one-man show of the Dutch 
painter offers a reassessment of 
his work. Less celebrated than 
his contemporary, Vermeer, de 

Hooch was a pioneer in hfe own 

right and a specialist in maternal 
and domestic subjects; to Feb 27 

LONDON 

EXHIBITION 
British Museum 

Tat 44-171-636 1555 

The Golden Sword: Stamford 

Raffles and the E«t Display 


material with objects collected by 
the wJfi-taufiht scholar who is 
chiefly remembered as the 

founder of Singapore. Includes 
musical instruments, masks and 
shadow puppet* coBacted^f 
Raffles when he was. Lieutenant 


Governor of Java (1811-16), and 
plant and animal drawings; to 
Apr 18 

Royal Academy of Arts 
Tel: 44-171-300 8000 
Picasso: Sculptor and Paktter in 
Clay. This first major exhibition of 
Picasso’s ceramics wDI include 
around 100 pieces, many of 
which have never before been 
exhibited. They will be shown 
with some paintings and 
sculptures, demonstrating how 
Picasso developed his ideas 
across different media; to Jan 1 

LOS ANGELES 

OPERA 

LA. Opera, Dorothy GhancBer 
Pavilion 

ret 1-213-365 3500 
Fantastic Mr Fose world premiere 
of Tobias Picker’s opera, based 
on Roald Dahl's story. With a 
libretto by Donald Sturrock and 
designs by Gerald Scarfs. Cast 
includes Gerald Finley and 
Susanna (Suzman as Mr and Mrs 
Fox; Dec 22 

MILAN 

OPERA 
La Scale 

Tet 39-02-88791 
Gfitterdfimmemng: by Wagner. 
New staging cfirected aid 
designed by Yawns Kokkos. and 
conducted by Rfccardo Muti. 

Jane Eaglen is BrOnnhSde; Dec 
22,29 . 

NEW YORK 

exhibitions 


Brooklyn Museum of Art 
Tab 1-7 IB-638 5000 
Royal Persian Paintings: the 
Qajar epoch 1785-1925. Display 
of life-sized portrait partings, 
manuscript illumination and 
decorative arts which were the 
specialities of this previously 
overlooked period of Iranian art 
history; to Jan 24 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
wwwjnetmusaijm.org 
Louis Comfort Tiffany: 
celebrating the 150th anniversary 
of the artist's birth, this 
exhibition, drawn from the 
museum's collection, indudes 
leaded-glass windows and 
lamps, vases, furniture, enamels 
and jewellery. A selection of 
drawrigs will also be on display; 
to Jan 1 

Museum of Modern Art 

Tet 1-212-708 9480 
wwwjnoma.org 
Jackson Poflodc first US 
retrospective of the Abstract 
Expressionist since that held at 
MOMA in 1967. Including more 
titan 100 paintings and 50 works 
on paper, the show promises to 
be a highlight of the New York 
art calendar; to Feb 2, then 
transferring to London 

OPERA 

MetropofitaiT Opera, Lincoln 

Center 

Tel: 1-212-362 6000 
1VMnv.mefr9Mre.org 
Die Ftedermaus: by J. Strauss. 
Revival conducted by Patrick 
Summers. Cast includes Card 
, Vaness, Jochen Kowalski and Bo 


Skovhus; Dec 24, 28, 31 

OTTAWA 

EXHIBITION 

National Gallery of Canada 
Tet 1-613-990 1965 
Songs on Stone: James McNeill 
Whistler and the Art of 
Lithography. Previously seen in 
Chicago, around 200 works by 
the American expatriate, 
including drawings, etchings and 
paintings; to Jan 3 

PARIS 

EXHIBITIONS 
Grand Palais 
Tet 33-1-4413 1730 

• Gustave Moreau: more than 
140 works by the Symbolist 
painter, held in high esteem by 
hfs literary contemporaries. 
Includes studies and drawings 
as well as oils, many of 

them depictions of historical 
and mythical subjects; 
to Jan 4 

• Lorenzo Lotto: Rediscovered 
Master of the Renaissance. 50 
paintings, many of them on ban 
from churches and museums in 
Italy. The exhibition will has been 
seen in Washington and 
Bergamo; to Jan 11 

MusAe du Louvre 

Tet 33-1-4020 5151 
www.louwB.tr 

Portraits from Roman Egypt 
touring exhibition of mummy 
portraits, originated at the British 
Museum. Painted on wooden 
panels, linen shrouds and piaster 
masks, they were created during 
the first three centuries of Roman 


rule in Egypt; to Jan 4 

PRAGUE 

DANCE 

National Theatre of Prague 
Tel: 420-2-2108 0131 
wwwjanet.cz/nd 

The Nutcracker by Tchaikovsky, 
in a staging by Russian 
choreographer Jurij Grigorovic, 
with sets and costumes by 
Simon VIrsaladze; Dec 27, 28 

THEATRE 

National Theatre of Prague 

Tel: 420-2-2108 0131 

www.anet.cz/nd 

The Servant of Two Masters: by 

Carlo Goldoni. Directed by Ivan 

Rajmont; Dec 31 

ROTTERDAM 

EXHIBITION 

Kunsthai 

Tel: 31-10-440 0300 
Up to the bare bones: Human 
remains In museums. An 
estimated hundred thousand 
human beings find their last 
resting place in Dutch museums, 
whether in the form of mummies, 
skulls, skeletons, reliquaries or 
otherwise. This exhibition is the 
fust to address this phenomenon 
directly, presenting exhibits from 
a variety of collections; to Jan 10 

VIENNA 

OPERA 

Staatsoper 
Tel: 43-1-51444 2960 
• Emani: by Verdi. Conducted 
by Seiji Ozawa In a new staging 
by Graham Vick; Dec 22, 26, 30 


• Mefistofate: by Boito. 
Conducted by Fabio Lutsi. Cast 
Includes Franco Farina, Michele 
Crider, and Kurt RydJ in the title 
role; Dec 25, 27 

ZURICH 

EXHIBITION 
Kunsthaus Zurich 
Tet 41-1-251 6765 
Max Beckmann and Paris: more 
than 100 masterpieces of 
modem art from public and 
private collections around the 
world; to Jan 3 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 

western Europe on medium wave 

648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
1320: Business Asia 
19.30: World Business Today 
22.QQ; World Business Today 
Update 

• Business/Market Reports; 
05:07; 06:07; 07:07; 08:20; 0920; 
1020; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from L1FFE as the 
London market opens. 
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COMMENT & ANALYSIS 


E ven in Northern 
Ireland. hope 
springs eternal. 
Until a few days 
ago. the province looked as 
if it would end a year of 
high, if fluctuating, expecta- 
tions in a mood of disillusion 
and fear. 

In early December, the 
Ulster Unionists, the prov- 
ince’s largest party, pulled 
out of vital talks with the 
nationalist Social Demo- 
cratic and Labour Party, 
under pressure from hard- 
liners. On the agenda bad 
been the future shape of the 
region’s government. The 
setback seemed all the more 
acute as it followed a per- 
sonal Intervention by Tony 
Blair, the UK prime minis- 
ter, who bad flown to the 
province to encourage the 
negotiations. 

A few days later came 
news that a secret conven- 
tion of the IRA had ruled out 
any gesture to hand over its 
weapons - thus violating 
that part of the Good Friday 
peace agreement which calls 
on the paramilitaries' politi- 
cal representatives to 
achieve arms decommission- 
ing by May 2000. 

And as If that were not 
enough, in Oslo earlier this 
month. David Trimble, the 
Ulster Unionist leader and 
the province's first minister, 
dismayed many nationalists 
when he branded the IRA as 
“fascists” at the awards cere- 
mony for the 1998 Nobel 
peace prize (he shared the 
prize with the SDLP’s leader. 
John Hume). 

Yet despite all these last- 
minute alarms, the province 
will end the year closer to a 
permanent settlement of its 
age-old differences than it 
has been In almost three 
decades. 

On Friday the parties 
achieved a breakthrough 
deal. Unionist and national- 
ist politicians finalised 
details of a power-sharing 
executive which will take 
over governing Northern 
Ireland next February. On 
the same day, one of the 
small loyalist terror groups 
broke the ice by becoming 
the first paramilitaries to 
start handing in its weapons. 

The impact on public con- 
fidence will be profound. 
Many in Northern Ireland 
must have thought they 
would never witness such 
events. 

That peace has come this 
far is largely because the 
Good Friday agreement 
signed back in April pro- 


Merry Christmas 
in Ulster 

Northern Ireland has a surprisingly large number of things to 
celebrate during the festive season, says John Murray Brown 



Worthy winners: Trimble (left) and Hume collect the Nobel peace prize 


vides something for the 
three main participants in 
Ulster's long drama - the 
Unionists, their Republican 
foes and the national govern- 
ments in London and Dub- 
lin. 

For the Unionists, the agree- 
ment provides the renuncia- 
tion of the Irish govern- 
ment's territorial claim aver 
Northern Ireland enshrined 
in its 1937 constitution. For 
the first time in a genera- 
tion. local politicians will 
have the prospect of real 
power. 

That might store up trou- 
ble. The old Unionist- 
dominated Stormont parlia- 
ment was once described as 
a “factory of grievance". If 
the new institutions are to 
prove more resilient, a col- 
lective approach to govern- 
ment will have to take root 

There seems a reasonable 
chance that this might hap- 
pen. Unionists have agreed 
to institutionalise cross-bor- 
der links In six areas where 
authority to implement pol- 
icy will be delegated to a 
north-south ministerial 
council. A year ago this 
would have cause for out- 
right revolt in the ranks of 
the Ulster Unionist. But it 
has been accepted, albeit 
grudgingly. 

For their part, the Republi- 
cans have also had a give up 
something vital. The agree- 


ment enshrines the principle 
that change can only be 
brought about with the con- 
sent of the people of North- 
ern Ireland. This represents 
a key challeng e to one of the 
main pillar of Republican 
ideology - that the British 
have no place in Ireland. The 
referendums in Northern 
Ireland and the Irish Re pub- 
tic to endorse the Good Fri- 
day deal marked the first 
time since 1918 that the 
island as a wbole has voted 
and constituted for most 
nationalists an expression of 
national self-determination. 

The changes will therefore - 
be dramatic for Republicans, 
who until now have been 
Created with kid gloves by 
both governments as they 
moved to come in from the 
cold. According to intelli- 
gence sources, the IRA is 
still buying arms. 

But with Gerry Adams, 
the Sinn Fdin president, 
dragging the Republican 
movement down the parlia- 
mentary road, the British 
and Irish governments 
believe the sting of paramili- 
tary violence has been all 
but drawn. Tim Pat Coogan, 
a historian of the IRA, con- 
cedes that “the pieces are 
not so much falling into 
place as being pushed into 
place by the two govern- 
ments". 

But he is confident that the 


IRA's tradition of physical 
force is at an end. “That’s 
not something I could have 
said a year ago," he says. 

Short of an act of historic 
betrayal by the British gov- 
ernment. Sinn F6in risks 
alienating its newly won 
electoral support if it aban- 
dons the political route now. 
“Reformist Republicans are 
now more hostile to their 
revolutionary colleagues 
than they are to Unionists,” 
says Arthur Aughey, senior 
lecturer In politics at the 
University of Ulster. Murals 
in Belfast - for so long a 
litmus test of the mood in 
Republican communities - 
no longer extol the armed 
struggle but are preoccupied 
with less absolutist issues, 
such as police reform and 
the high unemployment. 

The Good Friday accord 
has the potential not just to 
transform relations within 
the island between Unionists 
and Republicans, but 
between the two islands - 
Ireland and Britain. Mr Blair 
put the seal on a new era in 
British Irish relations with 
his historic address to the 
joint houses of the Irish par- 
liament - the first British 
prime minister to be 
accorded the honour. Bertie 
Ahem, his Irish counterpart, 
has talked alluringly of the 
two islands as a “loose con- 
federation, fully respecting 


sovereignty of coarse, like 
the Nordic CtoundT. 

All these changes are sub- 
stantial and provide grounds 
for hoping that the Good Fri- 
day agreement can be main- 
tained. All the same, it must 
also be admitted that a great 
deal has depended and will 
depend on the political lead- 
ers of the two main groups. 

That the Ulster Unionists 
are still on board owes much 
to Mr Trimble. During the 
annual Orange Order march- 
ing season, for example, he 
successfully distanced him- 
self from the loyalist protest 
at Drumcree (his own con- 
stituency). For his part, Mr 
Adams won- the begrud gin g 
respect of government offi- 
cials — and even some 
Unionists — for the way he 
has brought the Republicans 
with him. 

The exchanges between 
the two men are no longer 
conducted solely in angry 
soundbites, across the air- 
waves but they have regu- 
larly met in the mahogany 
pannelled rooms at Stor- 
mont 

If their, respective leaders 
ran make common cause, 
the hope is the communities 
at large wfH be able to reach 
a compromise. 

But there is a big hurdle to 
come: setting up the execu- 
tive. The Ulster Unionists 
are still Insisting that Sinn 
F&in cannot take its seats in 
the executive until the IRA 
make a start to dismantling 
its arsenal. 

Although the designations 
of the 10 ministries is now 
agreed, the power to con- 
vene the inaugural meeting 
— which Sinn Ffiin is press- 
ing for - rests with Mo Mow- 
lam, the UK Northern 
Ireland secretary. 

The government Is aware 
that if the formation of the 
new government is put to 
the assembly for approval - 
as it must be - without IRA 
decommissioning Unionists 
would oppose it. 

There is no sign of a com- 
promise as yet. But opti- 
mists argue that neither Mr 1 
Trimble nor Mr Adams have 
any alternative but to come 
to some accommodation, > 

As one UK official said: 
“Northem Ireland politicians 
have to learn two things. 
They will have to wean ] 
themselves away from this 
addiction to br inkmans hip i 
and they can no longer rely 
on the prime minister to sort 
out their problems." This ; 
year, both lessons have I 
started to sink in. I 


France’s special 


Iraq has played a central' part in France's attempt to create a 
global political role for itself , says Dominique Moisi . 


S een from Washington 
or London. France’s 
reservations about 
their policy towards Iraq - . 
albeit modestly worded — is 
at the same time expected 
and regretted. The logic of 
the French stance, however, 
is not fully grasped. 

Since the end of the sec- 
ond world war and more spe- 
cifically. since the beginning 
of the fifth republic, France 
has been trying to give itself 
something more th aT i just a 
purely regional role. The 
Middle East has been an 
waamHai part cf this global 
political project In a world 
divided by blocs, France 
could see itself as a potential 
mediator between east and 
west and between north and 
south. For France, therefore, 
the Middle East represented 
the ideal region for it to 
make its mark. 

Of course, these concepts 
should not hide more “con- 
crete'* realities, such as oflL 
But all the factors together 
mean the so-called “Arab 
policy of France” has played 
a vital role in French foreign 
relations. Iraq is a central 
element in that policy. It 
was perceived as a special - 
If not an ideal - partner for 
France. 

In the mid 1970s Iraq was 
not perceived as a danger, 
either regionally or interna- 
tionally. Rather, it was seen 
mainly as a useful balancing 
force. It had the. right size, 
neither too big nor too small 
It seemed to have equally 
the right leader, a young 
modem secular “enlight- 
ened” ruler. 

The political orientation of 
the Iraqi regime, instead of 
being a deterrent, was an 
absolute plus for France. At 
a time when the Soviet 
Union was the main pur- 
veyor of arms for Iraq, 
France's presence was seen, 
as exerting a moderating 
influence on a potentially 
radical state. 

The US appreciated this 
implicit division of labour. 
Paris was then a welcome 
western presence in Bagh- 
dad, while Washington was 
the key actor in Tehran. The 



St* standng: Ranee teals US poBcy towante Saddam bos faBcd 


Jacobin spirit largely preva- 
lent In some key segments of 
the French establishment 
felt in tune with the “strong 
and dynamic" personality of 
Saddam WukcqIii- Was he not 
the perfect incarnation of 
what a modem secular Arab 
leader should be? ’ 

This secular dement was 
seen as a significant consid- 
eration and. as a model for 
the Arab future against the 
negative influence of an 
intolerant and dogmatic 
Islam. Before 1979, France's, 
special links with Iraq and 
the US's unique relationship 
with Iran worked smoothly 
and efficiently as long as the 
domestic environment in the 
two countries remained sta- 
ble. The Iranian revolution, 
and its indirect consequence, 
the war between Iraq and. 
Iran, quickly destroyed the 
elegant and profitable edifice 
which had been built by the 
two diplomatic, political and 
industrial establishments. 

Seen from Paris. Washing- 
ton’s policy of sanctions and 
isolation towards Baghdad 
has foiled. Mr Saddam is still 
in power and well in control. 
The human cost to the aver- 
age Iraqi citizen of the US's 
policy and far the children 
in particular is enormous, 
especially if one considers its 
limited political impact. 

An exit strategy must be 
invented, which would allow 


the reintegration of Iraq 
within the community oT. 
nations. Arab public opinion i 
and sensitivities must be I 
taken into consideration at - a 
time when the Americans 
give the evidence of dnfole 
standards in their diplo- 
macy: lenient understanding 
towards Israel and absolute 
rigour towards Draq. • ' 

For France the humanitar- 
ian situation of the Iraqi 
population constitutes not 
only an unacceptable and 
politically useless suffering 
of the population, hut a 
long-term social and cultural 
time-bomb. In the short run,' 
this can only consolidate the 
present Iraqi regime. 

Exploiting to the maxi- 
mum its position as perma- 
nent member of the United 
Nations security council, 
France can present Itself as 
a different western voice and., 
a sett-proclaimed go-between j 
for Washington and the restj 
of the world. France need'f- 
the UN to develop its strat- 1 
egy and Kofi Annan, the 
secretary-general, needs the 
backing erf a faithful perma- 
nent member such as 
France. 

37te author is deputy director 
of the Paris-based Institut 
Francois des Relations Inter- 
nationales and editor o/ Poli- 
tique EtrangSre. He unites 
here in a personal capacity 


In just seven years, we transformed 
ourselves from an authoritarian 
regime into a growing democracy. 
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This month, the 
Republic of Kazakhstan 
proudly celebrates our 
seventh anrwersarv 
and our achievements 
as an independent 
nation We started with no democratic 
institutions No experience with 
ovuesied elections. A single, state- 
dic rated political party. And diverse 
peoples pitted against each other by 
Soviet rule 


Today. 

. We are building a tradition of free and 
far elections. Tnis comma year, we will 
hold dnecr popular elections for both 
president and for a new Parliament. 

- We are tne first country ir. the 
region to introduce proportional 
representation bv party in the 
Parliament to stimulate the growth 
of dynamic multiple political parties. 

- We have one of the world's most 
liberal citizenship laws. “ esdenev is 
its only qualification. We have 
rejected the restrictions used by 
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other nations - restrictions that 
discriminate against resident 
Russians and other minorities. 

. We have fostered the development 
of citizen activism. Today mare than 
2000 NGOs are operating m 
Kazakhstan - more than m any other 
country in the region. 

Our highly educated population, with a 
literacy rate of 98%, is fertile ground 
for democracy, and in seven years we 
have built a solid democratic foundation 
in a secular nation that embraces 
diversity and opposes fundamentalism 
and tenensm. 


Kazakhstan Seven Years of Achievement 
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Good reasons to encourage Japan 
to create Asia monetary fund 


From Mr Stefan D. Abrams. 

Sir, For at least three rea- 
sons, the US Treasury 
Department the Interna- 
tional Monetary Fund are 
absolutely wrong to discour- 
age Japan from creating an 
Asian monetary fund 
(“Japan revives fund plan”, 
December 16). Indeed, the 
global financial crisis might 
have been better contained if 
this idea had been Imple- 
mented more than a year 
ago, when it was originally 
proposed. 

First of all, the notion that 
such a fond would discour- 
age Asian economies from 
finding solutions to their 
own problems and to reform- 
ing their economies misses 
an important point of eco- 
nomic history. That is, while 
the same types of crises in 
financial markets do recur 
periodically, there are usu- 
ally long lags between such 


occurrences. The same 
applies to business practices 
that have been discredited. 
Accordingly, it will likely 
take many years, if ever, for 
the mistakes of recent years 
by governments and compa- 
nies in Asia to be repeated 
again. They are surely in no 
position to continue these 
errant ways in today's envi- 
ronment 

Second, It is for more diffi- 
cult, If not impossible, to 
impose reforms on econo- 
mies which are in steep 
recessions, suffering serious 
human hardship, while over- 
burdened with excess capac- 
ity and onerous debt levels. 
Some assistance, operating 
within the existing struc- 
tures, must first be provided 
to help get these economies 
back on their feet Once that 
occurs, the realities of both 
the capital markets and a 
globally competitive bust- 


Problems at Boeing are self-inflicted 


From Mr Joerg Boese. 

Sir. I agree that Airbus 
should pay back subsidies it 
has received (“US demands 
information on planned Air- 
bus restructuring”, Decem- 
ber 17). However, Boeing's 
recent miserable perfor- 
mance is self-inflicted and 
governmental bullying will 
not change that. 

As a passenger, I try to 
avoid connections which are 
served by Boeing 737 or 7S7. 
Compared with the A 320 
series, these aircraft are 
extremely inconvenient for 
the' passenger. Boeing goes 


through constant modifica- 
tions that do not change the 
main problem: too narrow 
and too little space. Using 
the same tea bag for several 
cups of tea does not improve 
the product. 

The 747 is the only thing 
that keeps Boeing from 
financial disaster but not 
because It is so superior but 
amply because there is no 
competing product Boeing 
nwfto a gross miscalculation 
when it decided to take over 
McDonnell Douglas. IT noth- 
ing changes, in the years to 
come Airbus could blow Boe- 


ing out of the water. 

Being the fair- headed boy 
of Buropean high-technology 
industries. Airbus should 
not be exempted from mak- 
ing its decisions based on 
economic principles instead 
of political desire. But Boe- 
ing, with almost unlimited 
support from the US govern- 
ment, should not cry out too 
load. Building better aircraft 
would help more. 

Joerg Boese. 

Seekampstrasse 14, 

28309 Bremen, 

Germany- ■ - 


Clinton right to resent such an intrusion 


From Mr Keith TunsialL 

Sir, A. Warns Boyce 
(Tetters, December 16) talks 
of what he sees as the con- 
tempt of Bill-Clinton, the US 
president faced with “81 
questions ... on straightfor- 
ward issues". The fault, may 
I say, is not in the answers 
but in the questions. The 
world looks on amazed as 


the Congress of the United 
States of America, claiming 
leadership of the free world, 
tries to justify spending time 
asking questions on sex and 
publishing salacio us details 
around the world. 

If the questions had. not 
been asked there would be 
no crisis. And the questions 
should not have been asked. 


Sex is not a straightforward 
issue and when between con- 
senting adults it is oest left 
to the individuals concerned. 
The president Is quite right 
to resent intrusion. 

Keaih TunstaH, 

Cherry Tree Cottage, 

Castle Bill, Bletchingley, * 
Surrey ROl 4LB, UK 




ness environment will inevi- 
tably impose the very 
reforms which free market 
policy makers so greatly 
desire. 

Third, Japan has modi at 
stake in Asia and, further- 
more, Japan appears 
unlikely to revive its own ' 
domestic dp^nand any time | 
soon. To the extent Japanese j 
monetary aid can hasten the 
recovery in tbe crisls econo- 
mies of Aria Its own econ- 
omy stands to benefit hi a 
gtgnfflrgni: way, which is cer- 
tainly in everyone's best 
interests. 

Stefan D. Abrams, 

tnimag ln g director, 

chief investment officer for 
asset allocation. 

Trust Company of the West, 
865 South Figueroa Street, 
Los Angeles, 

California 90017, 

US 


Elusive key 
to economic 
success 


From Mr Geoffrey Ingham. 

Sir. Britain has spent the 
entire 20th century in unsuc- 
cessful attempts to “modern- 
ise” its economy by emulat- 
ing its competitors - from 
Edwardian “national effi- 
ciency" to counter the Ger- 
man threat; to French indie* 
stive planning: to the 
current fashion for “clus- 
ters” and “industrial dis- 
tricts" such as Silicon Valley 
(not “Third Italy", there are 
too many socialists 
involved!). 

Before we embark on 
another such project, we 
should form a clearer idea as 
to why all previous initia- 
tives have failed. This j 
requires a deeper under- * 
standing than a shopping * 
list of “best practice". Specif- 
ically, the Department of 
Trade and Industry might. . 
find it a useful intellectual IL.i 
exercise to explain why the ‘»1 
UK’s very own “dusters" in I 
Birmingham small works. 
Staffordshire pottery, north 
London furniture and so on 
have all bat disappeared. 

Your own response could 
also be seen as a little sim- 
plistic and possibly symp- 
tomatic of these deeper prob- 
lems. You imply that the 
present scheme will fail 
unless entrepreneurs are 
allowed to become “filthy 
rich" (“Animal spirits", 
December 17). 

However, I would have 
thought the fundamental 
problem was how to create a 
spirit of enterprise that 
endures beyond - and In 
spite of - the acquisition of 
great wealth. AH the eco- 
nomics we have looked to fi ye 
Inspiration over the past ioo 
years have managed to insti- 
tutionalise business enter- 
prise as a prestigious, 
socially valued way of life, 
which comprises invention., 
organisation and. employ- V . 
stent, as opposed, to simply JU 
making “loadsamoney" w j 


Geoffrey Ingham, 
Christ’s College, 
Cambridge CB2 3BU, UK 


Number One Southwark Bridge, London SE1 9HL 
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The madness 
of crowds 


COMMENT & ANALYSIS 
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•When everyone rushes in the 
same direction, it is hard for 
financial speculators to stand 
aside and recall the lessons of 
past stampedes. - 

. Storias of Dutch tulip mania in 
1696 or the South Sea Bubble 84 
years tater might have left deriv- 
atives traders cold this s umm er 
but the Mexico crisis of 1994-95] 
certainly should have created a 
warning tremor. In an update to 
its October World Economic Out- 
tooki the International Monetary 
Fatal draws special attention to 
ds failure to learn. 

It is easy to point accusingly at 
international hedge funds. 

1 as the ill-fated Long-Term 
Capital Management. Certainly 
their speculative positions con- 
tributed to the autumn's finan- 
cial crisis. But as the IMF sug- 
gests, there were deeper causes, 
some rooted in years of stable 
growth and buoyant markets. ' 

Much of the b anking sector 
was implicated through complex 
derivatives t rading . This turned 
out, quite suddenly, to be much 
riskier than the investors and 
their computer models expected. 
The IMF says that while LTCM 
was thought to haw taken $80bn 
of arbitrage positions in US Trea- 
sury bond markets, banks had 
some $3.000bn exposed. 

When the crowd tried to 
reverse direction after August 17 
as Russia defaulted on its debt, 
ty comforting systems for lim- 
risk broke down. This was 
LUse. like the 17th century 
speculators, they relied on 



continuous orderly markets for 
closing unsuccessful positions. 
When everyone panicked the 
computerised strategies only 
exacerbated market tunnoiL 

The IMF’s report is, alas, stron- 
ger on the analysis of what went 
wrong than on detailed prescrip- 
tions for reform. This may partly 
reflect Its difficulties in persuad- 
ing central banks to agree a code 
for greater transparency in mone- 
tary pohcy. But the problem is 
not going to go away. Speedy 
reforms are also needed to 
provide better information on the 
off-balance, sheet exposures of 
banks in risky markets, either 
through hedge funds or other 
means. 

The plans announced last 
month by the leading industrial 
nations tor greater transparency 
and better supervision must 
not be allowed to lapse, as the 
worst of the crisis seems to 
abate. 

But bigger and more difficult 
questions also remain to be tack- 
led. The IMF haw shown, particu- 
larly In the case of Brazil, that a 
large rescue package can be com- 
bined with credible - thongb dif- 
ficult - reforms. The fund and its 
member governments have been 
less successful in preventing 
imprudent investors from bailing 
out into their lifeboats. That is a 
lesson from the Russian default 
and the southeast Asian crisis, 
which the authorities still need 
to ponder. For if bankers can 
never drown, they will continue 
to swim with the sharks. 
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Once again China has served up 
a rude shock to those who 
believed it was becoming a civi- 
lised society. Yesterday's jail sen- 
tences. of 13 and ll years respec- 
tively, meted out to two leading 
dissidents Is an indication of how 
willing its leaders still are to ride 
rough-shod over world opinion. 

The disappointment is all the 
greater because it comes at flue 
end of a year in which China has 
signed the UN covenant on dvil 
and political rights, and has gen- 
' >raliy shown itself anxious to 
Mmeecome better integrated with 
rest of the world. 

ff That its leaders still fee] the 
¥ need to damp down on opposi- 
tion is understandable in the 
light of the Communist party’s 
■: determination to retain control 

over the country and its affairs. 
Any activity which threatens 
that control fas difficult for than 
to tolerate, and calls for a full 
and plural democracy simply 
have no place in their political 
scheme. That has not changed, 
ami will not change for the fore- 
seeable future, despite the claims 
of westerners who see a Wader. 
Rentier China in the making. 

But in deciding how to deal 
with opposition, China's leaders 
have to weigh up the damage 
that, suppression does to their 
relations with the . rest of the 
■ ' world. The implication of yester- 

j\ day's action most be that they 
» quite cynically decided to ignore 
* this cost 


This la a big blow to those, 
including members of the Euro- 
pean Union and the UN Commis- 
sion an Human Rights, who have 
decided to forbear from public 
criticism in favour of discreet pri- 
vate pressure, which they hope 
will bring more results. China, it 
turns out, has been running rings 
round them. Their supposedly 
enlightened policy suddenly 
looks Hke sycophancy. 

This policy now needs to be 
re-thought, but it is also more 
than ever up to the US to take 
the lead In condemning China’s 
action. A US administration 
distracted by the impeachment 
crisis and anxious to bold on to 
the warmth generated by Presi- 
dent Bill Clinton’s visit to Bering 
may be reluctant Yet China win 
desist from repression only if it is 
Triads to pay a price in terms of 
its international aspirations. . 

Ultimately it is also in China’s 
interests to re co nsi der its stance. 
Free markets are a pre-condition 
fbr sustainable prosperity, and. 
they depend on political freedoms 
which make government respon- 
sive and accountable. 

President Jiang Zemin has 
made little secret of his desire to 
appear an international states- 
man. The outside world would 
iflcp to welcome China into its 
embrace, hut this must be a 
two-way process. Mr Jiang must 
also recognise the importance qf 
the basic freedoms which the 
global community stands for. 
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France’s far-right National Front, 
so long at war with all other 
■ wUrtfl parties In the country, is 
now at war with itself. The bitter 
piddle foud between Jean-Marie 
Le Pan, Its founder, and Bruno 
MfgrftL. bis former number two. 
looks Uke tearing the NF in two. 

To the extent that a divided 
far-right will be a weaker one - 
which is Hkaty hot not sure - 
this te good news tor France, 
whose image has tong been 
tarnished by the largest racist 
party in. the wester n world, ana 
for the country’* wftBtdad main- 
stream Conservative*. But 
Trance's traditional right may 
not have the wit m* the wiB to 
pick up disaffected. NF voters 
-without making dangerous 
accommodations with then vot- 
ers' views. Nor will the IS per 
tent ot the electorate who vote 
NF just meU away while many 
BttterJytng, causes for this anp- 

iike unemployment and 

1 city crime, p«sf£- - . 

, The U PeteStt gret fond to 1 wj 
about ideology - they are bot h 
anti-immigraiion: antMSuropean 
and ^Sfoalisatfoa -W E* 

Bwwratiooal power smw* ova* 
style and tacties. The 
Mr U ft* tea loud P°5>uiJtf who 
ha* mad fate 'movement to heap, 
•tauf «a th» loft »ad 

rttb. SOU* thl» y«r . cant 
hamsd him from office for hitting 

Pen reacted by naming Wi wtij 
to heed the NF Hit in next years 


Euro-elections. Mr Mfigrefs criti- 
cism oftbis move brought into 
the open bis rift with Mr Le Pen, 
who has since expelled him and 
his close followers from the NF. 

The suave 49-year-old Mr 
Mfigret believes the NF should 
low Its megaphone vituperation 
of all and sundry and tempt 
mainstream Conservatives into 
Ag ate, such as those done ear li er 
tViic year in various local coun- 
cils. These deals helped sow dfa- 
sf peiww in' the centre-right UDF 
federation whose divisions now 
leave foe RPR OaulBste as the 
only- solid opposition to .socialist- 
led government of Lionel Joapin, 
the prime minister. 

Tie NTs implosion would most 
obviously benefit the tracBtional 
right and Jacques Chirac, the 
Gaullist president whose power 
base was badly shaken by last 
ywr's Socialist victory. The Jos- 
pin coalition has less to gain, 
though its Communist members 
might hope to see some NF vot- 
ers return to their Told. The 
prime minister might also feel 
easier in making the hard com- 
promises in European policy fac- 
<w prance in the co mi ng year. 

However it ends, the Le 1 to 
Mftgrat fond has the merit of 
showing the/NF as, in terns of 
power strokes, a party like anr 
oher. Its gufflbte electorate bra 
tended to swaflbw the NFs myth 
that It puts country above party 

and party , above personalities. 
That njiyth is now shattered. 


“Ii is really the grand climax 
of the century-long battle 
of commercial competition 
- the final death grapple 
between the chiefs of 
the Beef Trust and. 

'Standard Oil’, far the 
prise of the mastery 
and ownership of the 
Untied States of America!? 

Upton Sinclair 

The Jungle, 1S06 

A century ago the US 
was in the throes of a 
great wave of mergers. 
As IF** quotation indi- 
cates, it was easy for contempo- 
raries to misjudge what was 
going on. But the Progressive 
movement, to winch Upton Sin- 
clair belonged, was right in 
detecting a profound change in 
the US economy: the creation of 
the giant business enterprise. 

Today, as another century 
draws to a dose, a similar wave 
of mergers is in progress. This 
year, in particular, has seen some 
extraordinary business combina- 
tions - tn banking, pharmaceuti- 
cals, telecommunications and 
many other industries. Is a simi- 
larly profound change in the 
world economy under way? And 
are we in danger of misreading it 
as badly as Sinclair? 

The conventional wisdom is 
that today's giant mergers reflect 
the irresistible force of globalisa- 
tion. Just as the turn of the last 
century saw the crea tio n of domi- 
nant enterprises on a Rational 
scale, so today's mergers are giv- 
ing birth to the companies that 
will achieve global domination. 

The railways, the motor car 
and the telephone erased geo- 
graphical boundaries within 
states a century ago. Today, less 
glamorous changes - cheap com- 
munications, a rule-based inter- 
national trading sy s t em , a uni- 
versal set of computing standards 
- are achieving the same effect 
across national boundaries. 

The most ambitious big com- 
pany bosses are seizing the 
opportunity to become still big- 
ger, it is said. In order to obtain 
the scale that will forever set 
them apart from lesser rivals. 
Merge now, or be consigned to 
ultimate, oblivion. 

Most of the building blocks of 
that argument are correct But 
taken as a whole, it is badly 
wrong. The suggestion that 
today's merged giants will domi- 
nate next century’s global econ- 
omy is as flawed as Sinclair’s 
vision of a fight to the death 
between the meatpackers of Chi- 
cago and the oil barons of New 
York. 

There .are three themes within 
today's ’merger wave which cut 
across the standard view. First is 
the reality that many of today’s 
mergers reflect weakness rather 
than strength, a huddling 
together for defensive purposes 
rather than an aggressive hid for 

global domination. 

This is most obvious where a 
stronger company takes over a 
weaker one - when WorldCom 
absorbs MCI, for example, or 
when Nonvest acquires Wells 
Fargo. But it is also noticeable 
where the protagonists are more 
evenly matched. In pharmaceuti- 
cals, mergers such as Astra/ 
Zeneca, or Hoechst/RhOne- 
Poulenc Illustrate the industry’s 
dwindling flow of promising 
drugs. In the oil industry, the 
mergers between BP and Amoco, 
and Exxon end Mobil. illustrate 
the Irresistible downward pres- 
sure on costs from low oil 
prices. 

Two apparent exceptions to 
this rule - the Citicorp/Travelers 
merger In .financial services and 
the Daimler-Benz/Chrysler 
merger in cars - nonetheless con- 
ceal hidden weaknesses. 


Gorging on mergers 


Today’s takeovers say more about the weaknesses of 
companies than their strengths, says Peter Martin 
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Sector 

Data 

announced 

VriuB 

m 

EXxon/MoM 

01 

Dal 1988 

sue 

TmnGroap/Cttfcorp 

bsuence/badong 

Apr 6 1998 

7258 

SBC DuB/Arnerikcb 

Tetacnn. 

Hayll 1998 

7236 

MMkdUBIE 

Telecom 

All 28 1998 

71.32 

AT&VHMW-. . 

Jetecom/caMeTV- 

JW 24 1898' 

AMO. 

BattoBanfc/BmWwatai Banking 

Apr 13 1988 

61 S3 

BP/Amoce 

or 

Aug 11 1998 - 

SUM 

WoddCora/m Con 

Telecom 

Oct T 1997 

4336 


DaMeHtaB/tefydBr 

Noranst/VMIsFuBO 


AutanoMes 


May 7 1998 
Jim 8 1998 


4047 

3435 


Superficially, the Citigroup 
merger was a meshing of comple- 
mentary assets. Citicorp brought 
customer relationships and 
global reach. Travelers brought 
capital and products. In reality, 
both bad reached the end of the 
fine in their existing shape. 

Citicorp's industry, conven- 
tional commercial banking, is 
dying. Travelers' idiosyncratic 
mixture of insurance, stockbrok- 
ing and investment banking was 
not a stable basis fbr the future. 
The merger Is a leap of faith, 
towards an entirely new enter- 
prise, a global retail financial ser- 
vices business, built around mil- 
lions of individual customer 
relationships. This is an imagina- 
tive and audacious undertaking - 


but one that reflects underlying 
weakness rather than strength. 

Similarly, the merger that pro- 
duced Daimler Chrysler reflects 
the deep-sealed problems of the 
industry. The two companies had 
each responded better than most 
Of their rivals to the challenge of 
global overcapacity in cars. But 
each risked being marginalised - 
Chrysler as a producer of skilful 
variants of boring old cars and 
Daimler as a luxury carmaker 
permanently threatened from 
below - unless they established a 
greater presence in the main- 
stream market- 

The merger gives them the 
opportunity to achieve that, but 
only if they are able to use their 
combined strengths to offset 


these implicit weaknesses. The 
hard work of achieving the merg- 
er’s potential still lies ahead. 

Even the most aggressive 
mergers, therefore, contain 
strong defensive elements. Oth- 
ers more openly reflect a 
response to outside pressures. 

The momentum in the world 
economy is shifting decisively 
away from manufacturing 
towards the provision of services. 
More important still, it is moving 
away from transactional busi- 
nesses towards ones which 
require the creation of lasting 
customer relationships. The two 
changes go hand in hand: most 
manufacturing businesses are 
transactional ones, many ser- 
vices are based on relationships. 


Because companies have got so 
good at modern mass manufac- 
turing, they are ill-prepared for a 
world In which they do most 
things badly. Yet that is the fete 
they face in services and relation- 
ships. Even the very best service 
c ompani es ttmVp many more mis- 
takes - in product design, in 
delivery, in after-sales care - 

than would be tolerated in a well- 
run manufacturing business. 

There is a reason for this: get- 
ting services and relationships 
right is much hardw than achiev- 
ing the highest quality in manu- 
facturing processes. But from the 
customer’s point of view, that is 
no excuse. This shift in the global 
economy - from manufacturing 
delivered well to services deliv- 
ered badly - has profound impli- 
cations. 

It accelerates the push to con- 
solidate among manufacturing 
companies, as they realise that 
their ability to generate accept- 
able profits is disappearing. The 
worldwide deflation in manufac- 
tured goods is far worse than the 
overall consumer price indices 
reveal because they are buoyed 
up by the prices charged by ser- 
vice industry and government. 

If central banks achieve their 
aim of low consumer prices, then 
manufacturing industry is con- 
demned to permanent, progres- 
sive price cuts. Mergers are a log- 
ical response. 

Similarly, mergers follow from 
the realisation among the new 
relationship-based service compa- 
nies of how poorly they are serv- 
ing their customers. They rush 
either to acquire skills to serve 
customers better, or to escape the 
profitability consequences of fail- 
ure to do so. 

But the most important weak- 
ness the merger wave mnrpwte 
lies in its perceived raison d’etre: 
globalisation. Few companies are 
genuinely global - measured not 
by breadth of coverage or nation- 
ality of top managers but in the 
area than matters most: their 
source of profits. Most suppos- 
edly global companies still derive 
a disproportionate share of their 
profits from dominance of their 
home markets. Their global 
ambitions are still not much 
more than an expensive 
hobby. 

The handsome new buildings 
of the City of London, for exam- 
ple, and the lavish bonuses of its 
investment bankers, stem from 
the self-indulgence of Japanese, 
American end continental Euro- 
pean institutions. Buoyed up by a 
steady flow of profits at home, 
these new arrivals have poured 
hundreds of millions of dollars 
into activities which - for many 
. Jfave yet to show acceptable 
profits. 

This is an ultimately self- 
cancelling process, because the 
flood of new entrants erodes 
profit margins around the world, 
undermining the domestic 
strongholds which financed the 
original expansion. It is this 
latent weakness which under- 
mines the global pretensions of 
the new giants. 

The turn of the century behem- 
oths were broken up by court 
order. But they would have col- 
lapsed under their own weight, 
mice they were prevented from 
engaging in the brutal anti- 
competitive behaviour that pro- 
vided their original rationale. 
The Progressives were right to 
seek to ban that behaviour, and 
correct in judging that a new era 
had begun. But they were unable 
to predict the shape that era 
would take. In particular, they 
exaggerated the strength of the 
new giant undertakings they saw 
around them. A century later, let 
us not mala? the same mistake. 
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ODD JOBS THE TAXIDERMIST 


The stuff that dreams are made of 

Edi Smockum talks to a taxidermist who has taken an antiquated profession to the cutting edge of British art 


I nside Emily Mayer's freezer 
lid, there are guidelines far 
the length of time meat and 
vegetables can be safely 
stored: 12 months for beef and 
lamb, six for poultry and so on. 
There are no recommendations, 
however, far horse heads and Ms 
Mayer is a bit unsure how long 
her specimen has been in there. 
The mice, on the other hand are 
neatly labelled and dated. The 
fate bring those to me” she says. 

Ms Mayer fa Damien Hirst’s 
taxidermist Hers is a profession 
that used to be associated with 
parlours and libraries of Vic- 
torian Fn gbmii and now, some- 
what bfazarely, finds itself at the 
<-nrt*ng edge of British art. Ms 
Mayor made the shockingly real- 
istic cow's head that replaced the 
rutting one surrounded by flies m 
Hirst's exhibit at the Royal Acad- 
emy's Sensations exhibition in 
London this year. She is now 
working on a Canadian grizzly 
bear for the avant-garde British 
artist 

It Is a far cry from the days of 
sniffed owls tn dusty glass boxes 



Inside Jobe taotidwmy b moving from craft to art 


environmental sensibilities frown 
on the mass slaughter embodied 
in the stuffed zoological collec- 
tions of Old. Ms Mayer shows that 
the boundaries between taxi- 
dermy and art are blurring: 
not only does she work for 
Hirst bat she is & sculptor 


in her own right 

When Ms Mayer filled out her - 
careers form at school her first 
choice was indeed taxidermy. 
Next on the list was pig fanner, 
followed by jadc-of-all-trades. She 
skinned her first bird at the age 
of 12 - a finch brought home to 
her by her father. 

“I didn’t really know what I 
was doing... I had read some 
books but you can’t really learn 
from books, so. I sort of learned 
as I went along,” she . says. 

Tolerant and encouraging par- 
ents put up with Ms Mayer skin- 
ning animate on the kitchen *whte 
for the next few years - “my 
mother only asked that I pat 


down some newspapers before I 
started.” 

Aged 17, Ms Mbyer served as 
an apprentice to a taxidermy firm 
in Yorkshire where she learned 
what she did not want to do. “It 
was a dreadful place really. If it 
had fangs it was a snarly thing ; 
all the stoats and weasels had 
their backs arched, one paw in 
the air. They used to break the 
end of the squirrels' nose bone so 
they looked cuter”. All for £17.50 
a week. 

After spending three days out- 
side in cold weather trying to 
boil an elephant’s skull, Ms 
Mbyer quit. She joined the Guild 
Of Taxidermists and started work 


In a shed at her parents’ house in 
London. She did hedgehogs, 
blackbirds and squirrels for Lon- 
don schools. She hong around 
the Natural History Museum and 
the taxidermists there would give 
her specimens. 

She did a boar’s head for a 
farmer who said the pig had been 
“the love of his life”. Ms Mayer 
asked the farmer If he would let 
her try a new technique that 
would make the animal look 
more lifelike. 

She set the boar up in sand, 
put glass eyes in it and covered it 
in plaster. She then placed it in a 
bin liner and left it to rot at the 
bottom of the garden. 

“It was summer and the flies 
got in and it was one mass of 
maggots," she says, 
laughlng.This was just what she 
wanted. The skin came away 
from the flesh, leaving a plaster 
negative, with all the hairs 
embedded in it It won the top 
prize at the Guild of Taxidermists 
exhibition in York. 

The boar was also her tempo- 
rary farewell to taxidermy, as Ms 
Mayer was grappling with many 
of the problems faced by artisans 
trying to run small businesses. 
Orders were cancelled by the 
squeamish wives of her clients. 
Others tried to haggle about 
price. “I wasn’t interested in 
turning out things cheaply,” she 
says. “There are other people 


who want to do that” 

At the age of 25, Ms Mayer 
headed to art school She thought 
it might lead to more lucrative 
advertising work. Instead, she 
discovered sculpture, particularly 
using found objects, which 
became her new metier. Her 
knowledge of animals, learned 
from pulhng them apart put- 
ting them together again, infused 
her work. Upon graduation, she 
was offered her first show and 
hasn't looked back. Collectors of 
her sculpture include AiL Byatt, 
the novelist. Among admirers of 
her taxidermy is Marco Pierre 
White, enfant terrible of London 
gastronomy and fikMng enthusi- 
ast, who once sent a pike to her 
Norfolk studio in a chauffeur- 
driven car. 

Ms Mayer is one of an increas- 
ing number of people who now 
have a portfolio career. When she 
takes on a taxidermy commission 
today it is because the work 
interests her and she is well paid 
for it She says commercial jobs 
do not detract from her art work. 
“AH this work has come from 
doing taxidermy and when I go 
back to it, it fa like doing a 
refresher course. 1 don't want to 
lose the ability to do it” 

She has become the jack-of all- 
trades that was third on her list 
at school As for pig farming, 
best not to mention the baby 
porker In the hallway. 
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Gambling on Greenspan 


Japan bonds tumble amid 
concern over budget plans 


Just how fast is the US economy slowing? 
Not too rapidly if you believe consensus 
forecasts by Wall Street economists, who 
expect grass domestic product growth of 
23 per cent for 1996. That Is a fair step 
down from this year's 3.7-33 per cent, but 
still dose to trend growth of 23 per cent 
or so. The International Monetary Fund 
yesterday predicted a somewhat more 
bearish 13 per cent for 1999. Yet even this 
is respectable in a slowing world. 

Perhaps both guesses will turn out to be 
too optimistic, however. Most economic 
models assume the continuation of three 
linked phenomena - low levels of con- 
sumer saving, a widening current account 
deficit and a buoyant stock market - 
which are unsustainable in the long run. 
That does not mean they cannot work in 
tandem for another year. But there Is also 
a risk that 1999 will see them reverse. 

Assume that consumer spending 
growth, which has already eased from 
over 6 per cent to 33 per cent, continues 
to slow as households save a touch more. 
That might provide some relief for the 
trade deficit, as demand for imports eases. 
But accompanying that would be a for 
more damag in g foil in demand for domes- 
tic goods. That, in turn, would hit corpo- 
rate earnings, threatening equities and 
jobs, and thus have a further impact on 
consumer confidence. 

Meanwhile, there is a separate worry 
that the hanking industry contains fur- 
ther bad risk. & la Long-Term Capital 
Management Certainly, bank loans to 
financial firms haw soared to an all-time 
high (see chart). 

Investors appear convinced that a 
severe slowdown would rapidly be offset 
by further easing on the part of the Fed- 
eral Reserve. But cutting interest rates to 
stabilise the financial system is very dif- 
ferent from doing so to protect the stock 
market. Investors should not count on 
Alan Greenspan, the US Federal Reserve 
chairman, to bail them out 

BTR Siebe 

Shareholders of Siebe and BTR are 
showing no great enthusiasm for the pro- 
posed creation of the world's largest con- 
trols group. But should either company's 
owners actually vote against the deal? 

It is not difficult to imagine alternatives 
that would create more value, such as a 


Commercial bank taxBng 
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break-up of BTR or a takeover of Siebe by 
a rival with a closer fit of businesses. The 
problem for investors in both companies 
Is that, so for, no such jdanB is on the 
table. 

Unless a better offer emerges, BTR 
stockholders would lose most by voting 
against the current deal Their shares 
have risen nearly 30 per cent to 124p since 
the £&9bn ($i5bn) merger became public. 
The company, after all, was suffering 
from profit downgrades only days before 
the t ransaction was announced. Splitting 
BTR up farther might create more value. 
But tHIfl WOUld be HnuMwngnnlng ' and its 

directors have resisted this course so far. 
Their positions would probably become 
untenable if the merger was voted down. 
Only lad hopes would then keep BTR’s 
share price above lOOp. 

Losing the vote would be a serious blow 
to Allen Yurico. Siebe's chief executive. 
Recent questions about Siebe’s organic 
growth have made it a less attractive 
independent entity than six months ago. 
And any weakness in the share price, 
which is up just 8 per cent since the deal 
was announced, would make it a sitting 
duck for a bid from the likes of Emerson 
Electric or Tyco of the US. That could be 
the neatest solution for Siebe sharehold- 
ers who object to taking on BTR’s diverse 
portfolio. But voting one deal down in the 
hope of smoking out another is a high-risk 
strategy. 

All this would change in an instant, if a 
rival bidder or even a financial buyer for 
either group emerged in the next three 
weeks. The shareholders’ lukewarm reac- 


tion indicates that it would not take much 
to tip the balance against this merger. 

BAe/GEC 

The UK's biggest defence companies 
seem paralysed by indecision,. Should Brit- 
ish Aerospace and General Electric Com- 
pany play away, or stay at home and 
marry each other? The search fra: foreign 
merger partners has not been easy. GEC 
has struck smaller deals In the US with 
Tracor and in continental Europe with 
Italy’s Alenla. But the big prize of a 
link-up with follow European defence elec- 
tronics giant Thomson-CSF has been 
thwarted by French politics. Reading the 
Pentagon’s pipe-smoke is not easy either. 

BAe, too, has made useful, though small 
cross-border alliances, such as via its 
large minority stake in Saab Aerospace. 
But the bigger deal - the creation of a 
European aerospace and defence com- 
pany, including aircraft manufacturers 
and, later on, defence electronics com- 
panies - has remained bogged down. 
Indeed, BAe’s negotiations with Daaa - 
the first big step towards the European 
company - have begun to cool as differ- 
ences over valuation and management 
emerge. Reconciling shareholder value 
with national sensitivities remains as dif- 
ficult as ever. So it is no surprise that the 
old chestnut of a BAe/GEC merger is 
being reheated. 

This would be a second best The over- 
lap between the two businesses is real 
enough: GEC la an important sub-contrac- 
tor to BAe in many areas, most notably in 
file Eurofighter project But such vertical 
Integration is unlikely to create sufficient 
sustainable savings to Justify GEC share- 
holders paying a big premium. to acquire 
BAe, or indeed BAe paying a premium to 
buy a demerged Marconi, another option 
being considered. 

Furthermore, such a UK giant would 
raise the hackles of the German and 
French gnw rr mu mte making the inclu- 
sion of Dasa and later on a reformed 
Aerospatiale all the mare difficult BAe Is 
fortunate to have GEC as a credible card 
to play off against DaimlerChrysler. But 
there is a danger in being too cute ff GEC 
does, after all, do a deal in the US, say 
with Northrop Grumman or Lockheed, 
BAe’s bargaining position will be substan- 
tially diminished. 


By (Wan Tett and 

Pad Abrahams in Tokyo 

Japanese government bond prices 
tumbled yesterday amid fresh con- 
cern that the country would face dif- 
ficulty next year funding its massive 


The yield on 10-year b en ch ma rk 
JGBs surged to 1305 per cent, up 
0.185 percentage points from Fri- 
day's dose. Although this is low by 
global standards, it Is the highest 
level for eight months. 

The swing was particularly stri- 
king because it was partly triggered 
by heavy sales by large Japanese 
banks, traders said. This in turn 
reflects growing concern among Jap- . 
anese investors that public institu- 
tions, such as the Trust Fund 
Bureau, are refusing to play their 
traditional role in supporting the 
JGB market 

The Trust Fund Bureau stance is 
particularly important because the 
government announced on Sunday 
that it planned to implement a 
record Y8I360bn ($707.8bn) budget 
in fiscal 1999, funded by huge bond 


issuance. Until recently, most Inves- 
tors had assumed that the Trust 
Fund Bureau, which manages 
money collected by the state-owned 
postal savings system, would buy a 
large proportion of these bonds. 
However, the bureau has indicated 
that it will only , buy at most 
Y2300bn JGBs in fiscal 1999, sharply . 
down from the YisjDOObn it is sched- 
uled to buy in fiscal 1996. 

The bureau says this reflects its 
own growing funding squeeze. But 
Its stance has startled large Japa- 
nese topics fluj * underwrite the JGB 
issues, .and they privately warned 
the government yesterday there- 
could be oversuppiy in the markets 
next year. 

This could also damage these large 
banks, which hold an estimated 
Y15,000tm of JGBs. These holdings 
generated large gains in the first 
half of the fiscal year, because prices 
surged. However, Merrill Lynch cal- 
culates that hidden gains on the 
banks* bnnd holding s have fallen in 
recent weeks by around 35 per cent 

Band profits accounted far more 
then a quarter of the banks’ operat- 


ing profits to the first half of fiscal ~ 
1996, calculates - James Horinb, BflJ 
Barings analyst “The bond market 
gravy train ho* the banks seems to 
have reached a dead end," be seicL 

Meanwhile, some analysts fear 
that the government’s spending 
could be even higher than the pub- 
lished estimates in fiscal JS98, 
because the economy remains: weak 
More signs of this weakness enmtged 
yesterday after Japan's trade ampins 
ML unexpectedly in Novanber— tiw 
first drop In 20 months aa exports - 
plunged faster than imports. ; 

Net- exports have been one of the 
few growing areas, of the economy. 
The International Monetary J^rnd 
predicts today that grass domestic' 
product will contract 23- per cent 
this year and 1X3 per cent next year, , 
compared with its last forecast bfOS 1 
per cent growth for 1999. 

Imports fell 113 . per . cent to 
Y3,i62bn year on year, partly 
because of cheap ail prices, but also 
the weak domestic economy. Exports 
declined 22.7 per cent to Y3388hn. 
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UN struggles to forge united 
new policy to contain Saddam 
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By Michael Lfttfejotais at 
the United Hattons to Mnv Turk 

The United Nations Security Council 
was struggling last night to forge a 
new policy to contain Iraqi president 
flnriflgin Hussein and heal sharp divi- 
sions among its members. 

Kofi Annan, UN secretary-general, 
hinted that resolving the differences 
generated by the American and Brit 
lsh military action against Iraq 
could be a long process. 

“I would hope that in the weeks 
ahead we will find a way of bringing 
everyone together, so that we can 
carry on the essential work of the 
council,’’ be said as members mat 
behind closed doors. 

An immediate question Is how to 
guarantee the continued elimination 
of Iraqi weapons of mass destruction 
in the wake of Baghdad's non-coop- 
eration with UN weapons inspectors, 
which prompted the Anglo-Amezicah 
bombing raids. Mr Annan said be 
had sent a message to Tariq Aziz, 
deputy prime minister,. “to find out 
the posture of Iraq". Baghdad 
announced at the weekend that it 


would not resume co-operation with 
UN weapons inspectors, -Amid 
renewed speculation that Richard 
Butler, the controversial chief 
Inspector, might become a political 
casualty of the crisis, Mr Annan 
offered no defence for the belea- 
guered Australian former diplomat. 

“That is the question I would pre- 
fer not to answer today,” he said. 
But Mr Annan said a “new inspec- 
tion mechanism" could emerge from 
the council’s discussions. 

Iraq has demanded the dismissal 
of Mr Butler and Russia and China 
have accused hhn of grossly exagger- 
ating Baghdad's obstructive conduct 
in a report to the security council, 
which Washington and London used 
as justification fra- military action. 
That action was conducted without 
formal UN approval . 

Alain Dcfammet, tbe French dele- 
gate, saidyesterday un objective pro- 
fessional inspection system was 
needed. Tkm’t think in terms of new 
organisations," he said. 

Sir Jeremy Greenstock, UK dele- 
gate, last night vigorously defended 
the inspection commission under Mr 
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Butler’s leadership. ' 

With the staff of the;UN oil far 
food programme due back in Bagh- 
dad today, officials reported a back- 
log of J 00 lonles carrying jvheatA 
food and methanes. A .cargb.fibipjE 
, unloaded, grain, and and another -wags 
waittog for clearance, to dock. - 
Meanwhile, the UN denied a report 
that 280,000 tonnes of food were 
destroyed at a World Food Pro- 
gramme warehouse during raids. 
The facility held 2,600 tonnes and 
was run by Iraq,- not the UN, a 
spokesman said How mu ch flarrmg p 
it sustained was not known. . 

# A former UN arms inspector in 
Iraq said yesterday there was no 
proof that the Baghdad regime was 
hiding weapons of mass destruction, 
David White reports from Madrid. 

Captain Barilla Marti Mtogarro, a 
Spanish naval -officer and wi jiyfaw 
expert* said the US and British 
attacks against Iraq were based on 
"suspicions of something that maybe 
they alone know about”. 

Background, Page 3 

France’s special nUBoutip, Page 16 " 
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Brennan poser for CBOT/Eurex deal 

The election this month 
of David Brennan (toft) 
as chairman of the Chi- 
cago Board of Trade, 
the world’s largest 
derivatives exchange, 
has thrown the spot- 
nght on the future of 

the proposed affiance 
between the CBOT and 
Eurex, Europe's leading 
futLB'es and options 

. , , market Mr Brennan, a 

soya bean trader, is a defender of the CBOTs 
traditional “open outcry' trading system and 
hp doubts about the joint development of an 
etectron/c trading system with Eurex. Page 24 

Sterling swims with current account 

Sterling rose against the euro currencies as 
some apparently reassuring UK current account 
data combined with takeover-related D-Mark 
sales. The fatt In the D-Mark against the dollar 
was rumoured to be connected to the safe of a 
stake in the Russian utilities company Gazprom 
to Germany’s Ruhrgas. Page 25 

Sun Media titles carved up by rivals 

Torstar and Ouebecor, the Canadian publishing 
groups, have averted a costly bidding war by 
agreeing to carve up Sun Media, the country’s 
second largest newspaper chain. Torstar said it 
would not bid against Ouebecor for Sun Media, 
but would acquire four dailies from ft Page 20 

Seoul shares up on re-rating hopes 

The possibility of an upgrade of South Korea’s 
credit ratings announced by US ratings agency 
Moody's on Saturday sent stocks in Seoul soar- 
ing 7.7 per cent Page 36 

Filipino cigars win place at top table 

In the Cuba-centric 
world of cigars, the 
Philippines has not 
been ranked highly by 
aficionados. Despite a 
300-year h eritag e in 
cigar making, tile coun- 
try has been seen more 
as a mass-market pro- 
ducer than as a creator 
of fine quality agars. 
But the “Made in the ■ 
Philippines” label is 
starting to earn respect aid a place In the 
humidor of the serious cigar smoker. Rage 26' 

Aluminium owrsuppiyto continue 

Aluminium producers are unScely to Smft over- 
supply unless there is a prolonged period of 
very low prices, Barclays Capital said. Page 26 
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Dell deal boosts America Online 


Largest provider of internet services in US sees value rise over $50bn after software agreement 


Amazon .coin 

Share price (5) 


By Roger Taylor in Saa ftanciseo 


The internet passed another 
milestone at high speed yester- 
day when America Online, the 
largest provider of internet 
services in the US, saw its 
market value rise above *50bn 
for the first time. 

Its stock. price Jumped 10 pear 
cent to $114& after the com- 
pany announced a fink with 
Dell, .the second largest per- 
sonal computer manufacturer 
in the US. 

Under the deal, Dell comput- 
ers will come with the soft- 
ware needed to connect to 
America Online pre-installed. 

AOL’s strong run yesterday 
helped lift the whole Internet 


sector. Amazonxom, the lead- 
ing Internet book seller, 
jumped 12 per cent to *32lA, 
giving the loss-making com- 
pany a value of dose to JTTbn. 

The Dell deal comes at the 
end of a year that has seen 
AOL’s share price rise five- 
fold. The company - which had 
sales of just $2£bn. last year 
and which recently bought 
Netscape, the towfing internet 
software - is now .worth more 
than American Express and is 
twice the value of Eastman 
KVwlslr 

Over the last 12 months, 
AOL has become one of the 
few internet companies to 
record a profit, showing net 
income Of *l55m in the year to 


the end of September, pricing 
its shares at more than 300 
times earnings. 

The confusion faced by 
investors In valuing fast grow- 
ing, but usually loss-making 
internet stacks was empha- 
sised last week when one ana- 
lyst cited a target share price 
of WOO for Amazon, while a 
second put a fair value of $50 
on the shares. 

Under the deal with Dell, 
AOL is joining Dell's Connect- 
Direct service, which guides 
computer buyers through fink- 
ing up to the internet while 
offering a number of potential 
service providers. The system, 
launched in September, cur- 
rently recommends AT&T's 


WorldNet as a service provider 
and guides new users to the 
Excite internet portal. 

EXclte would seem to be the 
biggest loser from AOL's link 
with Dell. However this did 
little to dim investor enthusi- 
asm. Excite "s shares also rose 
yesterday, by 4 per cent, to 
*52*. 

Dell said it had always 
planned to bring new compa- 
nies into the ConnectDirect 
service to offer customers a 
choice. It said there would be 
further announcements. Dell's 
shares rose 4 per cent to *70% 
on the news. 

Computer manufacturers 
have only recently begun to 
make full use of the power 


they have in steering PC buy- 
ers towards particular internet 
services. 

- Compaq, the largest PC man- 
ufacturer. has developed PCs 
with a special internet connec- 
tion button. The company 
plans to use this to direct cus- 
tomers to its own AltaVista 
internet site. 

For AOL, the Dell deal 
should, help to maintain its 
number one position as a pro- 
vider of internet services, with 
more than 14m customers. 

AOL internet services have 
also recently been boosted by 
the success of the new Christ- 
mas blockbuster movie You've 
got moil in which Tom Panfry 
and Meg Ryan fall in love via 
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e-mail. The movie's title is 
taken from the catchphrase 
used by AOL to tell its users 
when they have received a 
new e-mail. 


Honda slides 3% on 
poor domestic sales 

Japanese carmaker hit by vulnerability to market trends 


By Afcrao&a Ramey In Tokyo 


Shares in Honda, the Japanese 
motorcycle and car maker, slid 
more than 3 per cent yesterday 
after the company said car 
sales in Japan would foil short 
of expectations this year. 

HiroytUri Yoshino, chief 
executive officer, said domestic 
sales would be 700,000 cars or 
less, well below the 810,000 it 
had expected and also below 
last year’s 809,000. 

Honda outperformed most of 
its domestic rivals and 
achieved record profits in spite 
of the collapse in Japanese 
demand during the first half of 
this year. But worries about its 
vulnerability to market trends 
knocked the shares down Y120 
to Y3,78(r yesterday . - 


Analysts said currency 
movements - the yen strength- 
ened to Y115 against the dollar 
yesterday - had also weighed 
on the shares. Honda is 
heavily dependent on the US 
market. 

‘There is a big downside 
risk for Honda if the exchange 
rate stays at its current level,” 
said KqU Endo, industry ana- 
lyst at Schraders in Tokyo. “A 
lot of people are also starting 
to worry about the US market 
These are the two factors 
affecting the stock.” Mr Yosh- 
ino said though the outlook for 
the domestic market remained 
uncertain, new models. 
Increased capacity overseas 
and management changes 
would lead to a modest recov- 
ery in 1999. 


Output in the US, which 
accounts for the bulk of the 
company’s overseas manufac- 
turing, is expected to jump 7 
per cent to 335,000 cars. Total 
production outside Japan is 
forecast to be 1.22m cars, up 
9.7 per cent from this year. 

Mr Yoshino dismissed sug- 
gestions that Honda might 
seek a global partner in line 
with industry trends towards 
consolidation, insisting that 
the group preferred to limit its 
tie-ups to specific technical 
areas. 

Meanwhile. Honda unveiled 
a prototype of a hybrid sprats 
car it claims to be one of the 
most fuel-efficient vehicles in 
the world - and confirmed it 
hoped to return to Formula 
One motor racing with its own 



Honda claims its hybrid sports car wB be one of the most fuel-efficient vehicles in the world 


car in 2000, following tests of a 
prototype in Italy this month. 
The group ended its most 
recent Involvement in Formula 
One in 1983 when it stopped 
supplying en gines to McLaren. 


The two-seater hybrid, 
which uses a small petrol 
engine and electric motor in 
combination, will be launched 
in Japan, Europe, the US and 
Asia in the autumn. 


The hybrid, with a light alu- 
minium fr ump will cut emis- 
sions by 90 per cent, compared 
with conventional vehicles of 
simil ar size, and allow 30 km 
per litre fuel economy. 


Amgen shares jump 20% on anaemia drug ruling 


By Victoria Griffith in Boston 


Shares in Amgen, the US 
biotechnology company, 
jumped nearly 20 per cant in 
early New York trading yester- 
day, as investors anticipated 
the launch of a blockbuster 
product in the next 18 months. 

In a surprise ruling late Fri- 
day, a US court awarded 
Amgen all rights to a new ver- 
sion of a best-selling anaemia 
drug in an arbitration suit 
with Johnson & Johnson, the 
pharmaceutical group. The 


new treatment, known as 
NESP. would allow once-a- 
week dosing of an intravenous 
drug that is currently adminis- 
tered three times a week. 

‘This Is fantastic news for 
Amgen.” said Franklin Berger. 
analyst at BT Alex Brown. 
“They have not had any big 
drag success since 199L In one 
fall swoop this has dramatic- 
ally changed their earnings 
profile for many years out" 

However, the decision is a 
blow to J&J, which now faces 
a threat to Us best-selling and 


fastest-growing pharmaceuti- 
cal product. Its shares fell 
more than 2 per cent in early 
trading. 

“This is a bad end to a tough 
year for J&J," said Michael 
Weinstein, analyst with BT 
Alex Brown. J&J has seen 
many of its hopes dashed this 
year, as new drags foiled clini- 
cal trials or were rejected by 
US regulators. 

EPO, the old version of the 
anaemia drug, was developed a 
decade ago by Amgen under a 
licensing arrangement with 


J&J. J&J argued that the new 
version, which added sugar to 
help the molecule stay in the 
body longer, was covered 
under the old agreement. 
Amgen claimed it was an 
entirely new compound. 

Administered to patients 
undergoing kidney dialysis, 
surgery, and Aids and cancer 
therapy, the treatment proved 
a success, with worldwide 
sales estimated to reach over 
*4bn this year. It accounted for 
up to 18 per cent of J&J*s phar- 
maceutical sales this year, gen- 


erating revenues of about 
*1.4bn. 

Amgen’s EPO sales amount 
to about *l-5bn a year, more 
than half the company’s total 
annual revenues. Genetics 
Institute, in a licensing agree- 
ment with Roche, accounts for 
the rest of worldwide sales. 
Genetics Institute lost patent 
rights for the' US in a bitter 
court battle with Amgen, but 
continues to sell the product 
overseas. 

J&J is working on rivals to 
NESP. It is close to seeking 


approval for a high-dose ver- 
sion of EPO that would require 
once-a-week administration. 
However, this would probably 
be more expensive than NESP. 

J&J’s best hope may be a 
new treatment being devel- 
oped under a licensing agree- 
ment by the biotechnology 
group Alkermes. However, it is 
up to two years behind NESP 
in the US approval process. 

By afternoon Amgen shares 
were *14% higher at $106%, 
while J&J stock was down *2% 
at $76%. 


London Clearing House to 
offer European repo service 


By Edward Luca, 
Capital Markets Effitor 


The London Clearing House - 
the world's fastest growing 
body for clearing trades in 
financial instruments - is 
planning to offer a clearing 
service to the European repos 
market, the first time such a 
facility would be available in 
Europe. 

The move, which would 
allow users of the repo market 
to reduce the risk capital they 
set aside against the possibil- 
ity of default, is part of a much 
broader trend an the part of 
banks to improve the manage- 
ment of their exposure to 
financ ial markets. 

A repo - or a repurchase - 
agreement is where one party, 
usually a bank, lends a secu- 
rity,. usually a government 
bond, to another bank in 


exchange for cash and agrees 
to buy it back at a certain 
date. The use of repos helps 
boost liquidity in government 
bond markets and also enables 
users to “short" the market by 
selling securities they do not 
own in the hope .of buying 
them hack at a lower price. 

By acting as the so-called 
“central counterparty" on all 
qualifying European govern- 
ment bonds, the LCH would 
dramatically reduce the 
amount of risk capital banks 
would need to set aside for reg- 
ulatory purposes. Banks could 
also “net out” the capital they 
extend to the LCH on their 
repo transactions against the 
existing capital they have 
deposited with the LCH for 
other exposures. “This initia- 
tive has very much been 
driven by the banks,” said' 
David Hardy, chief executive 


of the LCH. “It would be 
another significant step for- 
ward in the drive for capital 
efficiency." 

The LCH, which also acts as 
the clearing house for the Lon- 
don International Financial 
Futures and Options Exchange 
and the International Petro- 
leum Exchange, says the new 
facility, known as RepoClear, 
could be available by the sec- 
raid half of 1999 at the earliest. 
LCH hopes it would come 
shortly after tbe launch of 
SwapClear. a similar service 
for tbe interest rate swaps 
markets, which is awaiting the 
go-ahead from the Commodity 
Futures Trading Commission. 
tbe VS regulator. 

The LCH.ls a non-profit body 
owned by . its 118 members, 
along with the three London- 
based futures and options 
exchanges. 


Rexam sells corrugated business 


By Greg Mdvra in Stockholm and 
Jonathan Ford in loadoo 


Rexam, tbe UK’s largest 
Quoted packaging and printing 

group, has sold its corrugated 
board business to EGA of Swe- 
den for095m ($323.7m) in the 
latest consolidation of the sec- 
tor. The deal forms part of a 
drive by Rexam to sell non- 
core businesses and 
strengthen its balance sheet 
following its £379m takeover 
Wd earlier this month for PLM, 
a Swedish pa c ka g in g group. 
SCA fought off interest from 
several other bidders, believed 
have included David S. 
Smith, the UK packaging 
group, and Kappa - P ackaging , 
the Dutch group acquired this 
year by CVC Capital Partners 
and Cloven. 


The corrugated board busi- 
ness, which has plants In the 
UK. France, Spain and Bel- 
gium, made operating profits 
of £21m (S3i88m> last year on 
sales of £180m. It framed part 
of Rexam’s industrial packag- 
ing division, which- analysts 
have valued at £230m-£300m. 

Rexam is seeking a buyer for 
the remaining bulk packaging 
units of the division, which 
account for about 20 per cent 
of sales. Analysts expect these 
to fetch about £5Qm. 

The deal valued the corru- 
gated business at 7A times this 
year's estimated operating 
profits, and was a typical mul- 
tiple for deals in the sector. 
SCA said. 

Analysts said the price was 
respectable from Rexam’s 
perspective, matching the 1.1 


times sales multiple paid for 
Kappa Packaging In the 
summer. 

The deal cuts Rexam’s debt 
from an estimated £980m to 
£785m, taking into account the 
outstanding PLM bid. Interest 
cover moves up from 4 times 
to a little under 5, but still 
below the 7 times Rexam 
enjoyed before the PLM bid. 

The deal entrenches SCA's 
status as Europe's largest pro- 
ducer of corrugated board. Us 
UK market share will rise from 
13 to 21 per cent 

Sverker Martin-Lfif, SCA 
chief executive, said synergies 
worth fffrn annuall y would be 
delivered within three years. 

SCA's widely traded B 
shares rose SKr44> to SKrl6&5 
in Stockholm. Rexam’s shares 
fell 3p to 161’4p. 
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NEWSPAPERS CANADIAN PUBLISHERS TORSTAR AND QUEBECOR REACH AGREEMENT ON DIVISION OF THE SPOILS 


J Sun Media titles carved up by rival bidders 


By Scott M or rison in Toronto 


Torstar and Quebecor, the 

Canadian publishing groups, 
have averted a costly bid- 
ding war by agreeing to 
carve up Sun Media, the 
country's second largest 
newspaper chain. 

Torstar, which publishes 
Canada's largest daily, said 
yesterday it would let its 
hostile C$900m iUS$5S4m> 
offer for Sun Media lapse 


and then acquire four 
southern Ontario dailies 
from Quebecor, once the 
publishing and printing 
group completes its CS98Qm 
takeover of Sun Media. 

The agreement was 
announced two weeks after 
Quebecor emerged as a 
white knight in the battle Tor 
control of Sun Media. Tor- 
star said it expected to pay 
Quebecor about CS350m for 
the four newspapers, which 


would strengthen the 
Toronto publisher's presence 
in southern Ontario. Cana- 
da’s most populous region. 

Canadian print media 
groups have been expanding 
their readership base in an 
effort to improve efficiencies 
and increase their clout with 
advertisers. Quebecor would 
became the third publisher 
with a presence in most 
large Canadian cities. 

Some media analysts had 


believed Torstar would be 
forced to make a higher offer 
for Sun Media, as Torstar 
was getting boxed in by com- 
petitors and running out of 
expansion opportunities. 

The four papers In the 
agreement are located in 
cities slightly to the west of 
Toronto, providing Torstar 
with a strong presence in the 
country's most lucrative 
regional market 

The agreement, however. 


would keep Sun Media's flag- 
ship paper, the Toronto Sun. 
out of the hands of Torstar. 
Sun employees and readers 
had strongly opposed Tor- 
star’s bid, for fear the liberal 
broadsheet would impose t£s 
editorial line on the conser- 
vative tabloid. By contrast, 
Quebecor was quickly able 
to lock up 39 per cent of Sun 
Media’s shares following its 
offer. 

After the deal, Quebecor 


would control almost 22 per 
cent of daily newspaper cir- 
culation in Canada, while 
Torstar would have 14 per 
cent of tli e national market. 
Conrad Black’s Soutbam- 
Hollinger group has about 42 
per cent of the market. 

In early Toronto trading, 
Torstar shares were np 
C$1.70 to C$l&60, while Que- 
becor was down 10 cents to 
C$32.00. Sun Media was off 
90 cents at C$20.90. 


Deutsche Bank makes 
inroads into Greece 


By Vicki Bakfasfii 


Deutsche Bank is expanding 
into Greece by acquiring a 10 
per cent stake in. and enter- 
ing into a strategic partner- 
ship with. EFG Eurobank 
Group. Greece's second larg- 
est private bank. 

The strategic partnership 
is a further step in Deutsche 
Bank’s attempts to position 
itself as a global bank. Apart 
from the takeover of Bank- 
ers Trust of the US early this 
month. It has made acquisi- 
tions in Italy, Spain and Bel- 
gium. 

It also announced last 
week that it was spinning off 
its substantial stakes in Ger- 
man companies into sepa- 


rate companies. Tessen von 
Heydebreck. Deutsche Bank 
board director, said yester- 
day: “The partnership [with 
EFG] is an Important step in 
our European strategy to 
offer our sophisticated prod- 
ucts and services directly, or 
together with partners, to 
customers all over Europe." 

The alliance will focus ini- 
tially on retail and private 
banking, asset management 
and investment banking 
activities, but it may be 
expanded to other business 
areas in the future. 

Consolidated Euro finance 
Holdings SA Luxembourg, 
the vendor, will retain an Si 
per cent stake holding in 
Eurobank. Two Deutsche 


Bank executives will join the 
Eurobank board. The terms 
of tbe transaction were not 
revealed, but in Frankfurt 
Deutsche Bank's shares 
closed at DM9ti.S5. up 
DM4.25. 

EFG Eurobank, part of the 
Geneva-based EFG Bank 
Group, has total assets of 
DMIQbn ($6bn). It bas 
recently been growing 
through acquisitions, includ- 
ing the purchase this year of 
majority stakes in Bank of 
Athens and Cretabank. 

The fragmented Greek 
banking system is consoli- 
dating rapidly ahead of 
Greece's possible entry into 
European economic and 

monetary union in 2001. 



Deutsche dbwefor Bemd von MaRzsn (left) and Eurobank chairman Qorgos GondSkas report on the deal 


Christopher Sardelis, chief 
economist at the Bank of 
America in Athens, said yes- 
terday that foreign banks’ 
involvement in this process 


was to be expected. “This is 
a natural step; 1 expect to 
see more of this kind of 
deal" be said. 

He added that with Deut- 


sche Bank’s backing. Euro- 
bank would be well posi- 
tioned to bid for Ionian 
B ank, due to be privatised 
early next year. 


IBJ considers 
shake-up to 
win state funds 


By (ttffian Tstt In Tokyo 


The Industrial Bank of 
japan, one of the country’s 
largest, is considering a thor- 
ough restructuring to bolster 
its business position ahead 
of a planned government 
injection of up to Y25,Q00ba. 
(SZlGbn) of public fhnds into 
tbe banking sector’s capital 
base. 

The review, which is being 
conducted by Masao Nlshi- 
mura, IBJ president, is likely 
to lead to a holding company 
structure, officials indicated. ' 

It could also involve the 
company splitting itself into 
seven business units to give 
greater focus and boost 
transparency. IBJ is also 
considering a reduction in 
the number of its board 
members from 30 to 10 to 
speed up decision-making. 

IBJ officials stressed yes- 
terday that no decisions 
would be taken until next 
year. However, the reforms 
would mark another break 
with tradition in Japan's 
banking world, since the 
banks have traditionally 
been run as monolithic Insti- 
tutions with large boards. 

The review comes as sev- 
eral other banks are consid- 
ering restrocturing plans. .* 

The Financial Supervisory 
Agency, Japan’s banking 


regulator, has warned that 
hanks receiving public funds 
will need to demonstrate 
they- are implementing 
reforms to make their busi- 
nesses profitable. It has also 
warned it will force weak 
to. accelerate these 
reforms if they do not meet 
capital adequacy standards. 

IBJ insists It is one of the 
country’s strongest banks, 
since it has a very strong 
corporate base. It is also one 
of the few Japanese banks, 
that is expanding its 
operations overseas. 

However, tbe bank's 
shares have fallen in recent 
weeks, and yesterday dosed 
at Y577, Y24 down on the 
day. This partly reflected 
investor concern that IBJ 
might share some of the 
problems that have emerged 
at Nippon Credit Bank and 
Long Term. Credit Bank, the 
two- banks being national- 
ised. 

IBJ. like NCB and LTCB, 
was originally a “long-term' 
credit bank", a category of 
bank which specialised in 
lending to companies, 
financed through the issue 
of five-year debentures. 

However, the lending fran- 
chise has been severely 
undermined in recent years, 
so IBJ is trying to develop 
other business niches. 



Swiss Re buys London bank boutique 


By Andrew Bolger, 
Insurance Co rre sp ondent 


Swiss Re, one of the world's 
largest reinsurers, is to buy 
Fox-Pitt. Kelton Group, a 
London-based investment 
banking boutique that speci- 
alises in insurance and 
financial services. 

Fox-Pitt, Kelton, a private 
firm that was formed in 1971. 
employs 200 people - half in 
London, the rest in New 
York. 

It has developed a reputa- 
tion for equity research, par 
ticularly in the fast-consoli- 


dating insurance and bank- 
ing markets in Europe and 
the US. 

The vendors received 
shares in Swiss Re, but the 
financial terras of the deal 
were not disclosed. Last year 
Fox-Pitt. Kelton had reve- 
nues of $85 m. 

Fox-Hit. Relton’s senior 
management has agreed to 
stay for at least three years 
and Swiss Re said it wanted 
its acquisition to continue 
operating on an independent 
basis. 

Both companies expected 
the combination would cre- 


ate new corporate finance 
opportunities for their cli- 
ents. 

Walter Kielholz. Swiss Re 
chief executive, said: “The 
firm’s specialist strengths 
align precisely with' our 
established strategy and 
leadership in the conver- 
gence of the insurance and 
financial markets. 

“Fox-Pitt. Keltoc's 
research and investment 
h anking skills add important 
elements to our spectrum of 
insurance and financial solu- 
tions." 

Anthony Hamilton, chair- 


man of Fox-Pitt, Kelton, said 
access to Swiss Re's triple 
A-rated balance sheet would 
enable his firm to act as a 
principal, supplying finance, 
in mergers and acquisitions 
- a capability that was 
becoming increasingly 
required in light of the 
global restructuring of finan- 
cial services. 

Fox-Pitt. Kelton is consid- 
ering opening a new office In 
Hong Kong or Singapore. Mr 
Hamilton said the task of re- 
capitalising banks and insur- 
ers in Asia was going to 
offer a “huge amount” of 


opportunity. He said: “If you 
can put capital into a com- 
pany that is not going bust, 
but looks as if it might, then 
you can make a lot of 
money. 

“We did a lot of deals like 
that in the US In the late 
1980s and early 1990s.” 

John Hendrickson, head of 
Swiss Re’s capital partners 
division, said both organisa- 
tions complemented each 
other strongly in the 
research areas, with Swiss 
Re focused on Industry 
issues and Fox-Pitt, Kelton 
on equities. 


BTM in Y244.2hn issue 


By Naoko Nakamae n Tokyo 


Bank of Tokyo-Mltsublshi. 
Japan's largest, is to issue 
Y244J2bn ($2.1bn) in pre- 
ferred shares in January to 
strengthen its capital base 
without applying for public 
funds. 

The efforts to increase 
reserves on bad debts with- 
out resorting to an injection 
of public money means BTM 
will not experience the 
repayment pressures faced 
by those using state funds, 
said Yoshinobu Yamada. 
analyst at Merrill Lynch in 


Tokyo. "The bank's stability 
will increase," he said. 

Most big Japanese banks 
have applied for state funds 
under the government's 
scheme to revitalise the 
banking sector by injecting 
Y25,000bn of public funds. 

BT&Ts new shares win be 
issued primarily to compa- 
nies within the Mitsubishi 
keiretsu, or business group- 
ing. B anks with stronger 
group, ties, such as Sumi- 
tomo Bank, are expected by 
analysts to follow BTM’s 
example. 

BTM said it was planning 


to boost its capital-adequacy 
ratio to more than 10 per 
. cent nest March, against 9.06 
per cent at the end of Sep- 
tember. It expects to raise 
Y400bo through tbe partial 
sale of its stake in Union- 
BanCaL the sale of its Tokyo 
headquarters, and the Issue 
of new stock. It may also 
raise capital overseas. 

Yesterday’s announcement 
contrasts with movements 
within the Mitsui keiretsu. 
where Toyota Motors last 
week refused to participate 
. in a planned Y350bn capital 
injection for Sakura Bank. 


This announcement appears as a matter of record only. 


TrizecHahn 


CORPORATION 


Announces the Completed Sale of 


The TrizecHahn Centers Portfolio 


for Total Consideration of 


$2.55 Billion 


Merrill Lynch & Co. 


J.P. Morgan & Co. 


December 3. 1998 


NOTICE TO BONDHOLDERS OF 
Nan Ya Plastics Corporation f“Nan Ya”) 
l Incorporated in Taiwan, Republic of China) 
US$350,000,000 

I per cent Convertible Bonds Due 2001 


NOTICE 15 HEREBY GIVEN tha the Company has ifcier 
mined la fix December 26 as the Record Dale of righrs issue for this 
year, pursuant to the laws of RO C. and the terms and condinons in 
the Offering Circular and Indenture, the Company will dose its stock 
innslcr book and »iU suspend the Bondholders’ Conversion Right* 
firm Dnrmbrr 22 to December 26. Thus, Bondholders have to sub- 
mit then Conversion Nonces to the Company's Principal Convex-. wo 
Agent Citibank N.Y by December 21 in order to be included a the 
year's cnnsoiidatiou. After ihe Rccoid Due, ihc Company will pro- 
ceed with die necessary filing and repsaarion fur capital increase in 
order to issue new Shares in exchange far the Entitlement 
Ccniltcaie* issued and Outstanding on or be km: such Record Date 


Thr Company nil] have the rights issue of SG5.0OULUiX> com- 
mon shares. In accordance with the Offering Circular and Indenture, 
the applicable Conversion Price will be adjusted from NTSJS to 
NT537 per share effective December 26. The excess number of 
Entitlement Certificates derived upon the adjustment of the 
Conversion Pncc will be declared in 20 days after the Record Date 
and then will be exchanged into Shares together with the Entitlement 
Certificates issued and outstanding on or before the Record Date 
approximately next September. 

Bondholders should also consult terms and conditions in the 
Offennf! Circular and Indenture for more details of tbe conversion. 

Nan Ya Plastics Corporation 

Br- embank, NJL 

Prutctpai Ciwvrsiim Agent 


CfTlBAMO 

Dated: Decsmhcr 21. IW8 


Financial Times Surveys 


Bristol and 
its Region 


Thursday February 1 1 


For further information please contact; 

Amanda Richards 
Tel: +44 1446 771219 
Fax; +44 S70 0554S51 
email: amanda@wales5.demon.co.uk 
or Ha} Haffejee in London 
Tel: +44 171 S73 4281 
Fax: +44 171 873 4862 
email: haj.haffcjee@FT.com 


FINA NCIAL TIM ES 

No FT, no comment. 


j FRF LOGO, 000, 000 

> Abbey National 
Treasury Services pic 
CNO-TEC 10 Linked 
Guaranteed Notes due 2006 


For the period fiwn December JJJ. 1388 
to Kuril 22. 1889 the Notes will carry 
an interest, rate of 6.40% per 
annum with an interest amount of 
FSF per FRF 10JWO N«e. 
FRF 1.160 per FRF 10O000 Note and 
of FRF 1X600 per FRF I -000000 Note. 
Tbe relevant In terest payment date 
win be March 22, 1S». 

Agent Bank: 

ft 

Banque Paribas 


inmuouic 


CREDIT LYONNAIS 
USD 500,000,000.- 
FRN Undated 


Boortriktas « hereby 
Infor m ed that tbe rata for tbe 
Coupon N* 30 bon been fixed 
at A A 625%, for tbe period 
xadf m21 Decanter 1998 
nfl 18 March 1999 beta*** 
(repremndnx a period of 88 
days). Tbe coupon wB b* 
MraHftoa 

19 Math 1999 at a price 
of USD 160.42. 


Tbe Principal Paying Agent 


CREDIT LYONNAIS 
LUXEMBOURG SA. 


OS. 5191,000,000 
Republic of Ecuador 

Interest E^ua&zatkin Bond* 

for M tor eratom DKMwillM IB 
Jure 21 met to Bends ■■ war Mmn 
««W (Hun The hu m Utah 
m na mwn um ceymarr dm, 
am at «S a* M US. 13*27 par 
UA rtooo tot amours of bn* 

Withe ream MartMlanPw* 

London. Aon* Bn* 
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Ban i sco 


DAN1SCO A/S 


Node* It Hereby given Butt an ExttaordbMiy General Mauling ol the Company's 
sharehotoers uriti be held on 12 January iSBfl at iOam at the Radbaon SflS 
Scandinavia Had*. Amager Boutevaid 70, DK-Z30C Copenhagen S, nth the 
Mowing agenda: 

1. Resolution proposed by toe Bawd of Dlracure tor reduction of fia Company's 
share capital. nom. DKK 1 . 2 Q 2 J 08 . 160 , by nom. DKK 37,770580 by mean* trf 
earn atone. 


Item i. AocoitSng to Suck Exchange notices of 24 Jim 1998 and 1 Saptwnbw 
1998, the Board of Dfeacura hex, pusuani to toe eutfwrisaifan to purchase m 
shares granted to the Board of Directors by the Aiwwal General Meeting, 
purchased Dentoco share* (or an emarait ol DKK 8S9 mtotan, conaspondtog to the 
proportion of the prof# lor the 1997/98 accounting year that haa rwi been 
dbHntsd as ifv!dand> *bh a rteur to su&satjuert reduction of the share capital 
through uanehifion of Bto shares purchased. 


a) Against Ms background, the Board ot Dtradcre proposes the fatowt ng 

ndmant of 


raooUien tor raducdqn of the share captaf and toe ccnsaramt amendment 
toe Artfcfes d Association, n being observed that after the rKfcjakjn Biers wH 
be Ml oover tar Bu share capital and the appreprtukns and reserves eMch 
accreting to Danish law and the Company’s Article* of Association era 
undratbutaMa: 

7haf th« Company* efm» capital ol nom. DKK >. 202 ^ 06,780 be reduced 
by nom. DKK 37.770,880 to nom. DKK 1,184,435.580 by means of 
1 JSBBjBti amt shares, m DKK 37J70.680, purchased by tha Conerany 
at a price of 48406577. which means that through the reduction an 
amount of DKK 839.008,313 Is paid to the eftsrenoidam. The o^mm 
reduction wH be carried out after tiia expiry of the period wttdn which 
dafcne must bo lodged, cf. Section 46 of the Danteb Companies Act. 
through e w ea l e a on of the hokftng ol own shares covered by too 
rasotoaon. 


And 


- That in -Article 4.1 of toe Articles of Association 1 . 202 . 206 , 100 ' be 
omendwl to l.l84.48Sjno > when Ore capttel reduction to flnaly made after 
tbe expiry of the period w*f*» which data* must be lodged, 
b) The Beard of Directors proposes a nwrfudon authorising the Chekmen of Hie 
General Meeting to make such amendments to tha Fesotobons of the Genarai 
Meeting under Karo 1 u toe Derteh Commansa and Companies Agency mlghl 
sSpuboa as a condBon tor registration. 


in accordance «*» the Company's Adidas of Association and the Danish 
Compantes Aa, the adoption of tha resolution mentioned In item i a) requires ton 
both twtotadb of the vows cart and sn arahaldem representing twoJtahda id Ihe 
refog rights at the General ifeetirg vote m favour of the rasoUlorr. 


As tnan 29 Decamber 1998 the agenda and the Board cf Dhectore 1 proposals In hit 
as Mfl at the moat recant ennui! accounts and consotidatod accounts wtti toe 


audtors' report and ihe anntse! report endorsed wtih the General Meeting^ 
resoUlan on the approprWIan of tils net pro* and tha Board of Djrecnre' report as 
wef as tos audbotraeitoraanf pureuant to Saction 29 (Z) of tha Danish ComparTOa 
Act wfll be emaable ferhapadfon by toe shanaholdere at tha Conuny'k registered 
reties. On toe aame day the documents «■ ba earn to mono shareholders who 
havesoraquartsdL 




1B9B to a January 1999, except Sundays and htfdaya aa was as 2« and 31 
December 1998. After tola period, only admission cards wxhoui voting paper wb be 


Register of Shares may vote at tha General Mealing. ShatehoUm who hovs 
wqwd shares ty bandar may only exarciae the votfcq; rtyd for the dram In 

DaniacoAfS ^ 

Board of Directors 


US. $75,000,000 
Moscow Narodny Finance BV. 


Moscow Nurodny Bank Limited 

wnu t ito irewHuir, 


| for toa treanw PsMd bon DacanOer 22, 
<988 to UMii 22 , T999 tos Ras ha* 
be«" detormnad at&23375lk pw anawa. 
The miuaa p u y toi ean Bn wtor «i < W i n it 
mgmani dato. Maid) 22. 1999 sfl ba 
UO. 81,95844 pwl^SVXUlODNMb. 
DyfoiEtaitetoqWIta 

ItotoiT llinilirr 

| Dsostobw2£tgg« Q CHASE 


COiLDsilufilito 

BANQUE NATfONALE 
DE PARIS 
FninMuda fortin bssuKs ol 
DantabnaniK 
UTBJOaMBVU 
cmw Hn tta 2987 
Sarin MS Tfiadia l 
1SWXS0D726BW5-4 
Neaca la bwtotiy then tal pmsvwa lo psta- 
gaph Twwrt Opeonaf RsdBiHkxr to ha 
Pnono Sfoptonto* ouHi Januaiy on, obt 
toe tow res tosroa b tadasm a par Bn 
ousunto^ Nonrswl Amount on Jaraarym. 
. I9M The Mean an OMsatoDaar nanol an 
nsManpaonDac 

I asXgn 

■mreristimriadanaitr 

flar arta s nJ SA. 


FmancsaJ Tones Strn.'^'s 


Barcelona 

Wednesday February 24 


DNP 


Fc,r further irf,)rTr,,i1i'jn pi? ronf.icf.' 

Lin dr-ay Sl»:ppard 

-d-i 171 873 3225 F«; -44 17i S73 3204 
“moil; Lnclajy-ihcpftirrvFT-rorp 
Mjrij Gon/.'iirr in 

-3+ Si 3.37 006t F:tt: a34 01 337 0002 
rjmyi'r mnrra.sc^zoipr. -TFT.rL-irr 
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■ GROUP SEEKS TO EXP AND OVERSEAS WITH $200m BID FOR DETROIT-BASED ASSET MA N AGER __ 

Old Mutual considers bid for US group 

Sir Ulpf*w U>IU1 i. n. _ ™ 


By Victor RMM in Cape Town 


Old Mutual, the South 
African life assurer which 
plans to demutualise nest 
yew, said yesterday it was 
conslderinc a bid to buy con- 
trol of Munder Capital Man- 
agement. the Detroit asset 
manager, for about Room. 

Old Mutual. which 
recently hought UK stock- 
broker Albert E. Sharp for 
£42m ($71 m). is seeking to 
expand its foreign operations 
before it demutualises. It 
also wants its primary stock- 


listing to be in merdal bank, holds a large 
London rather than Johan- minority stake. It has about 

s ° Mi the ■ 548bn in assets under man- 
r^rSE 100 index and attract agement. ' . 


not 


international investors, 
although it has yet to 
receive South African gov- 
ernment permission. 

The acquisition of Munder 
would be Old Mutual’s first 
significant venture In the 
US. At present it has a gm*Ti 
asset-management operation 
in Boston. 

Munder is an employee- 
owned company in which 
Corner! ca, the Detroit com- 


Com erica said yesterday 
that it was interested in 
reducing its ownership stake 
in Munder, but said it would 
not comment on. discussions 
about strategic business 
transactions. However. Old 
Mutual executives said they 
believed their group was 
only one of several possible 
purchasers to. have been 
approached by Goldman 
Sachs, the US investment 


hank. Old Mutual had 
mwriw a binding bid. 

“Yes,, we may be inter- 
ested. but we are looking at 
a whole range of other 
opportunities everywhere 
internationally;” said Eric 
Anstee, . London-based 
finance director of Old 
Mutual Group. “As Ear as I’m 
aware we*n be one of several 
bidding.” Mr Anstee said the 
possible bid' was part of .Old 
Mutual’s drive to become “a 
fully international busi- 


He confirmed Old Mutual 


was still talking with the 
South African authorities to 
move its domicile to London 
on demutualisation. 

Trevor Manuel. South Afri- 
can finance minister, has 
said the government regards 
the proposed move by Old 

Mutual most of whose 
policyholders are--. in 
southern Africa - as more 
problematic than those by 
Anglo American, the inter- 
national mtnTft g ftnH indus- 
trial conglomerate, and 
South' African Breweries. 
Both those moves have been 


blessed by the government 
and win go ahead next year. 

Sanlam. Old Mutual’s 
smaller rival, demutualised 
this year and kept its head- 
quarters in South Africa. 
But Mr Anstee stud Old 
Mutual needed the access to 
international capital and 
investor demand that Lon- 
don would provide. 

"From a size point of view, 
Johannesburg Is just not big 
enough," he said. “We need 
to try and create the interna- 
tional demand for a com- 
pany t hi s size.” 


NEWS DIGEST 

CELLULAR PHONES 


Nokia to invest FMIbn in 
German handset plant 


^okla is to invest FMIbn (SI 98m) in expsnding its cellular 
phtxw production plant in Bochum, Germany, as the Finn- 
ish tetecommunications group attempts to keep pace with 
sunjmg global ctemand for handsets. The group, which this 
yea- surpassed Motorola of the US as the world’s biggest 
mobue phone manufacturer, said yesterday it would add 
several assembly lines to the Bochum facility next year. 
Production at the plant, which employs more than 1 ,500 
workers, would more than double. 

Anssl Vanjoki, head of Nokia’s mobile phones business 
to Europe and Africa, said Nokia had sold more than 1 m 
phones during one week several times in recent months. ' 
The industry was being driven by strong growth of new 
subscribers and by Increasing demand for replacement 
phones from existing subscribers. 

Nokia’s most-traded A shares rose FM12 to FM 6 Q 2 in 
Helsinki. 

Greg Mehror, Stockholm 


iv. - «£.*«. 


MALAYSIA 


Guarantor pays Renong bonds 


»S'. 




ISCO 


Vi Renong, Malaysia's politically well-connected infrastructure 
l builder, said yesterday the guarantor bank on its five-year 
zero-coupon bank-guaranteed bonds worth M$450m had 
paid the trustee for the bonds, due in 2002 , in full on 
November 30 after investors had sought premature 
redemption. 

The bank guarantee was invoked after Renong defaulted 
on other loan facilities. The guarantor bank has not served 
any notice of demand on Renong. 

The debt-laden Renong is restructuring with the help of 
the government's Corporate Debt Restructuring Commit- 
tee. set up to assist companies in trouble. 

Renong said it had persuaded other investors to drop - 
demands for premature redemption of M$39Gm five-year, 
1.75% redeemable secured bonds due ,to 2002 and 
M$200m secured floating-rate notes due to 2000, following 
a meeting with the debt restructuring com mi ttee. Analysts 
said the government coiBd not afford to have Renong • 
default on loans as It would badly shake Investor confi- . ; 
dance on the Kuala Lunfour 9h^BedrMrigfe'Renong*8' .. . . 
shares closed down 12 cents at 99 ctirfts. 

TJ Lan, Kuala Lumpur 


if 


CONSTRUCTION 


1 / 


Ekran chief faces lawsuit 





Shares in Ekran, the Malaysian construction and timber 
group, plunged 20 per cent yesterday following reports 
that Ting Fek Khitog, its executive chairman and largest 
shareholder, a being sued for M$1Q0m (USS26m) by 
tosas, a Malaysian atoc k broldng group. The shares fol 28 
cents to dose at MSI. 10- 

tnsas claims Mr Ting borrowed the money to buy Ekran 
shares. Ekran was to have built the US$ 6 bn Bakun hydro- 
electric dam In Sarawak in East Malaysia. The project, on 
which construction had started, was deferred last year as 
a result of the Asian financial crisis. 

Insas said Mr Ting had counter-sued for damages worth 
MS 1.1 bn, which he said were sustained when Insas unlaw- 
fully sold Ekran shares pledged as security for the loans. 
Other companies linked to Mr Ting, such as Granite and 
PWE Industries, also met selling pressure yesterday. 

TJ Lan 


INVESTMENT BANKING 
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US groups dominate awards 

The Increasing dominance of US groups in gtobal invest- 
ment banking was underscored yesterday when theydom- 
■ red awards announced by International Finance Review, 
weekly magazine. Morgan Stanley Dean Witter was 
voted 1 998 bank, bond house and equity house of the 
year, while only one European bank - Deutsche - won any 
of the ste top awards. . 

MSOW, created from Morgan Stanleys 1997 puretese 

of Dean Witter, advised on some of this year s teggest 
mergers, such as the BP- Amoco and the Astra-Zenaca 
deals. The combination of blue-chip Morgan Stanley with 
the more retaH-foeused Dean Witter has preved s pe mcu- 

5S/S5«ssful." said Keith Muffin, IFR editor, citing ^ . 
0*1 Sttniey’aabiHty to sell new issues through Dean wa- 
ter's US retail distribution. 

Deutsche Bark was derivatives hoU9e l ^ r ^®^f' t ^" 
tee Mae. the US mortgages youp^v^bonower of tne^ 
year, and Chase Manhattan, the US bank, was loan house 
of the yaar. - 

Fuff oMaas o/ the awards are avaSatte at 
WfoyAww.fftpufi.com. ^ 

Jam Martfoaon, fovafonront Conwpondatf 
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Skanska names new directors 
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defuse European Commission concerns over Scancams _ 
had criticised tactic of forefog Scancem terseH 
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KPMG lifts 
fees 15.6% in 
1998 to $10.4bn 


By Jim Kelly, 

Accountancy CmTBspondent 


KPMG, the global pro- 
fessional services firm, con- 
sidering an Initial public 
offering of. 20 per cent of its 
consulting business, yester- 
day announced 1998 fees of 
gltubn - up 15.6 per cent on 
the previous year. 

Tbe result will see KPMG 
drop from second to third in 
the Big Five rankings, 
behind Pricewaterhouse- 
Coopers, the big new merged 
firm which has yet to report, 
and Ernst & Young on 
$109bn. 

Deloitte Touche T ohmats u 
grew 22 per cent to S9bn and 
Arthur Andersen 17 per cent 
to $ 64 bn. 

KPMG’s management-con- 
sulting revenues Jumped 30 
per cent to S3bn, illustrating 
the explosive growth that 
has led the firm to consider 
an IPO, probably in New 
York with other listings to 
follow. 

"Heavy demand for the 
firm’s consulting services in 
IT strategy and implementa- 
tion, business transforma- 


tion, Tnfn,»nTi< n m hng unit, rn 
Europe, preparation for the 
introduction of the euro, 
■ensured a very strong perfor- 
mance across all the consult- 
ing sectors," said Cohn Shar- 
. man , rhairmnn <jf KPMG 

Tu ty f-i m tinnal . 

While the IPO is still only 
an option, Arm fa push- 
ing ahead with creating a 
singip global consulting unit, 
"hi two years, KPMG wffl be 
a changed business,” Mr 
Sharman 

The firm’s leaders hope to 
explore the 0*0 option, 
despite regulatory, tax and 
fiscal barriers, even though 
they acknowledge that the 
consulting business* perfor- 
mance has helped hold zip 
overall results. 

“Our investment pro- 
gramme in consulting over 
the past few years is now 
reaping rewards and we 
expect strong growth in con- 
sulting to continue for the 
next two years at least,” Mr 
Sharman said. 

“Steps are in place to form 
a single integrated world- 
wide consultancy practice 
using common methodolo- 



Cofin S ha rm an : In two years, KPMG wflt be a changed business’ 


gies and communications 
technology." 

The changes follow the 
failure earlier this year of 
the planned merger with 
Ernst & Young, which aimed 
to achieve the «rme goals of 
serving global clients. 


KPMG’s strongest growth 
came in North America, 
with fees up 26 per cent to 
$44S6bn. 

Europe was up 10 per cent 
to $4.6bn, while Asia-Pacific 
was flat but grew 24 per cent 
in local currency terms. 


Fernz waves a 
French farewell 


NZ agricultural group is set to announce 
big job cuts at CFPI, writes Mark Reynolds 


Ki 


erry Haggard, managing 
director of Femz Corpo- 
ration, the New Zea- 
land-based agricultural and 
Industrial chemical group. Is 
expected this week to use 
one of the few words he 
speaks in French. 

The straight-talking Mr 
Hoggard is expected to say 
adieu to many of the 1,200 
staff who work for Compag- 
nie Francaise Des Produits 
Industrials (CFPI). the Paris- 
based company bought by 
Femz last year. 

Femz will tomorrow 
unve il a restructuring for 
CFPI that has been more 
than a year in the making. 
The plan is expected to 
include big job cuts at the 
Paris headquarters and to 
confirm the sale of some 
units, including a metal-coat- 
ings business to Henkel of 
Germany. 

Late last year, Fernz 
boug ht the 62 per cent of 
CFPI it did not already own 
for SlSOm. The diversified 
chemicals company was 
under family ownership, and 
had used its buoyant agricul- 
tural and industrial chemi- 
cals division to subsidise 
non-profitable operations 
and overstaffing elsewhere. 

Femz wants to dear tbe 
decks so the chemirp i manu- 
facturing and marketing 
assets can be used as a 
launch-pad for expansion 
through Europe and into 
North America. 

It is an ambitious goal, but 
Femz has established a 
healthy record of interna- 
tional expansion over the 
past decade. In 1968, when 
Mr Boggard and his business 
partner Doug Rathbone 
bought a controlling 21 per 
cent stake in the company, 
Fernz mostly sold fertiliser 
to New Zealand’s then 
heavily subsidised agricul- 
tural sector. A series of deals 
since then has placed it in 
the second tier of the inter- 


national chemicals marke t. 

While it is well behind 
global heavyweights such as 
Dow Chemicals, DuPont and 
Switzerland's Novartis; In 
the past 12 months group 
revenues have risen 64 per 
cent to ?l.36bn. Its chemicals 
are components in products 
including ceramic tile adhe- 
sives, cat litter, animal feed, 
fire-proofing and detergents. 

Earnings per share are 
forecast to rise from about 
NZ31 cents to more than 
NZ41 cents in its current 
financial year, to end- May. 

Femz has been in the 
unusual position of growing 
on the coat-tails of its 
would-be competitors. Its 
1998 deals include a joint- 
venture with Rhtae-Poulenc 
to m anufacture a range of 
herbicides for world markets 
and a similar deal with Mon- 
santo of the US to sell in 
North America a chemical 
that is a basic building block 
for the popular Roundup 
brand of weedkiller. 


ts ability to secure such 
deals is partly due to a 
move by the big chemical 
companies to reduce expo- 
sure to low-margin agricul- 
tural and industrial chemi- 
cals markets and focus on 
human health products. But 
it is also attributed to the 
negotiating g Wills of its man- 
agement 

“Doug Rathbone is the 
sort of person that can go 
into negotiations with just a 
couple of twos in his hand, 
but still beat the guy with 
all the aces." Mr Hoggard 
says. 

Its strong management 
protocols and accounting 
standards set it apart from 
many Australasian groups 
and impresses international 
conglomerates. Its aim now 
is to apply its management 
philosophy to CFPI, so it can 
expand further in the North- 
ern Hemisphere. 


Technip in German purchases 


8y David Owen to Paris and 
Ralph Atkin* fin Bonn 


Technip, the . French 
engineering group, is acquir- 
ing two businesses from 
Mannesmann Demag of Ger- 


many in a mow that will 
significantly strengthen its 
geographic and technologi- 
cal muscle. 

Technip said yesterday it 
was buying both the German 
company's KTT petrochemi- 
cals and refinery division 
and a big part of its MDEU 
energy and environmental 
unit for nearly FFTSOOm 
(jieimj in cash. 

Together, the businesses 
generate sales of FFr7bn and 
employ MOO. “This is really 
a major acquisition of the 


type we have been trying to 
do for some years,” the 
French company said. In 
1997, Technip reported net 
profit of FFJ627m on tmp- 
over of FFrlL9bn. 

It said tbje deal would 
strengthen its presence in a 
number of areas. Including 
ethylene, hydrogen and the 
environmental sector. 

In geographic terms, it 
would provide a boost in the 
US while giving a better bal- 
ance to European operations, 
which had been concen- 
trated In southern countries. 
The merged group would 
have more than 2,000 
employees in both France 
and Germany, and more 
than L60Q in Italy. 

The sale of the Mannes- 


mann Demag operations is a 
further stage in tbe restruct- 
uring of the heavy engineer- 
ing concern, which is part of 
the M a rnwg™ 8 " 71 industrial 
conglomerate. 

It follows the decision 
announced last month to 
merge Demag with Krauss- 
Wnffe i, another of Mannes- 
mann’s engineering divi- 
sions. At that time. Mannes- 
maon said the future of 
Demag’s energy and environ- 
mental, and petrochemicals 
and refinery activities was 
under review. 

Mannesmann is looking 
for a substantial lmprove- 
ment in the earnings perfor- 
mance of Demag, largely by 
forming Joint ventures or 
spuming off activities. 


Fairchild buys Samsung unit 


By Roger Taylor 
In San Francisco 


Fairchild Semiconductor, of 
the US, is buying the power 
device division of Samsung 
Electronics for $455m, 
reflecting the move by South 
Korean manufacturers to 
sell peripheral operations 
and focus an fewer areas of 
business. 

Samsung, one of the larg- 
est semiconductor chip man- 
ufacturers in South Korea, 
has decided to concentrate 
on memory and LSI chips. It 
is the world leader in mem- 
ory chips. 

Tbe division that Fairchild 
is buying makes chips for 
controlling power circuits, 
used in a wide range of con- 


sumer devices such as televi- 
sions and hi-fi, as well as in 
industrial manu f acturing 
systems. 

The company said the deal 
gave it one of the largest 
portfolios of discrete power- 
regulating chips. 

Fairchild is aiming to 
become a leader in multi- 
market semiconductors - 
simple component chips 
which can be used in a wide 
range of different applica- 
tions. 

This contrasts with many 
other chips companies, 
which »iw to onm h ine many 
different components on to a 
single 'system-on-a-cbip* 
built specifically for a partic- 
ular product 

Fairchild is buying a 


high -volume chip plant in 
South Korea as well as a 
design and development 
operation and a worldwide 
salesforce. 

It said yesterday that the 
newly acquired business 
would bring in S400m reve- 
nues in the first 12 months, 
with margins and cash-flow 
comparable to Fairchild’s 
existing operations. The divi- 
sion ships 5bn units a year 
and has most of its sales in 
South Korea. 

US companies have been 
buying up assets of finan- 
cially-troubled Korean 
groups. 

Earlier this year LSI Logic 
bought Symbioe. a US-based 
semiconductor .business, 

from Hyundai. 


Recommended Offer 

ABN AMRO 

on behalf of 

Kingspan Group pic 

for 

Hewetson pic 


ABN AMRO Cnpamc Finance Lambed (“ABN AMRO") nmotmocs on befailf of Kmgspm Group pic 
(“Kingspan") fhyr by «"**«« of a fcoud offer document dated 18th December 1998 (the “Offer 
DocameotT), ABN AMRO bw made an offer (the “Offa") oo behalf of Kingspen to acqnke the entire 
issued and to be inmed oedinaty date capital of Hewetson pic CHewetsao") inctading *ny shares which 
me utKon^nonally adlottod or issued while the Offer xemami open for acceptance (or such eaxfier date as 
Kingspan may, subject to the rnks of the Oiy Code, deride). 

Qn h^tf rfgin gp ^ABNAiMBOwgldfltariioacqBBe.»BbiBetw the Bsnnr and c oa fitin or net oar in 
tte Offer Document and in fee Rant cf Acceptance, all of die Hewetson ordinary shares oo dm following 
basis 

for each Hewetson ordinary share 


280 pfncash 

Items defined hi tie: Offer Doanoeoc have the came meanings in this advertismeoL 

o v ers ea s shareholders) will also be given das 


Hewetson ffiBniy shaRhotdea (other than c e r t ain 
oppo rt uni ty to elect for a Loan Note Ah mad m . 


The Offer is not being made, dneedy or todheedy. in or into, or by use of the maBs of, or by any means 
or inttnmienntfity fmdnthng, whhow finanuinn. tekphomcaDy or elearooladJyJ of interstate or foreign 
commerce ot, or any fadfiiy of a national teendiks exchange o£ die United Sues; Cinatfa. Australia or 
UKJ win not be capaMe of acceptance by any *och me. mean*, iimnimentBlny cc foeflay. 

Tbe Offer will be open far acc ep tance mad 3-OOpm. oo 8th Janonny 1999 (or nefa later thne(s) andfor 


too vwh win in. wpw — r — t < — — ■> . . ■ ■ 

daic(s) M Kingspan may, subject to the rotes of the C5ty Code, decide) in accordance with the terms and 
^Ihn. WM in An Offer Document and the Rum of Acceptance. The Offer is extended by means of 
ibis adverdsemcat to all persons to whom the Offer DoentaaB nay not be despacbed who hold, ot are 
otided to have uajoodhioniDy aBoucd or issued to them, Henman ondhtny share*. Such penoos ate . 
informed *at copies of tbe Offer Document and Form of Acceptance me available for collection from 
ABN AMRO at 4 BroadgaK, Loodoa BCZM 7LE. 

ABN AMRO, winch is ngnluod in the UK by TbeSbcnrfde* and f%tmnr* Andwrity Limbed, it actfog for 
jwvi no rwe rise in connection with the Offer and wIB not be aapoogble to anyone other than 
Kingrpan for providing the protection* afforded to customers of ABN AMRO nor for gtviog advice in 
rekaeo to Tbe Offer. 


ABN AMRO hot apptned das ednaMcaesi 'at on bwaamBf advertisement solely fir ihe purpose of 
scakmS7trf the Fmar&d Sendees An 1986. - 


We want your business. 


For more mforrrvrtton on businefif, advertising please call: 
Td: -44 171 S73 4S74 
Fax: -44 171 S73 3064 


GROUPE 


MOULINEX 


Results in fine with 30 October 1098 forecasts 
Operating profit and loss on ordinary activities before tax reflect 
the abrupt halt of sales in the CIS 

Possibility of fuff-year operating profit of approx i mately half the figure 
reported for the 1997/1098 financial year corrfumed 


Meeting oo 17 December 1998, tbe Board of Directors approved tbe consolidated 
accounts for die sbe months ended 50 September 1998, corresponding to the first half of 
tbe Group's financial yean Results were in line with tbe 30 October 1998 forecasts. 


biFFmittons 


Find haU 1998/1999 
mix months ended Sept. 30. 1998 


Fret bat! 1997/1998 


linonr 

3*414 W 

3/59 

Operating profit 

12 . 

73 

Net interest income (expanse) 

PBS) 

(27) 

Net sxtraorefinary Income (axpenao) 

(4) 

(18) 

Amortisation ai gooch*« 

<61 

<21 

Corporate income tax and employee profit-sharing 

- 

(31 

Net {tossyprofit Including minority Interests 

(67) 

23 

Nat (toea^xofit attributable to the Group 

(B9) 

21 


(I) indutBng MaBory (BrUZBi 


Operating profit and tbe loss on ordinary activities were severely affected by tbe abrupt 
hah in sales in Russia (10 % of fuff-year turnover) and tbe general slowdown in emerging 
countries, with the exception of Brazil where Mallory is enjoying satisfactory gr ow th . 
Tbe Group did. however, succeed in staying in profit at tbe operating level. These factors 
also led to temporary overstocking as at 30 September. 

The Group is not expecting sales in the CIS and emerging countries to pick up over the 
rest of the financial year but will be able to bank on an upward sales trend in Europe as 
tbe calendar year draws to a dose, proof of the renewed momentum enjoyed by Krups and 
Moulinex at major retailers in the region. 

The Group is maintaining to drive to introduce well-timed measures to adapt to the 
situation. These include a global purchasing policy, stripping out coses, stepping up 
productivity, reducing stocks and scaling down overcapacity in response to die cut-out of 
certain growth markets. The swift closure of the Irish plain in Limerick win help gear 
European capacity to requirements and streamline manufacturing facilities. 

All these measures, which win be reflected in a provision in foe region of FF 250 million, 

wHl provide the Group with the scope: 

- in the short term to generate full-year operating profit of approximately half the figure 
for the previous financial yeac, 

- in die longer-term, by March 2001, to achieve profits on track with the March 1999 
. objectives set in June 1996- These stated objectives, which would have been met had 

salts in Russia held firm, have therefore been put back two years by the crisis. 
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CRH wins Ibstock with £326m agreed bid 


By ABson Smith in London and 
Eric Frey m Vienna 


CRH. the Irish building 
materials group, yesterday 
bought 50.7 per cent of 
Ibstock. one of the UK's 
biggest brick manufacturers, 
in a recommended 70p a 
share cash offer which 
by-passed Ibstock’s largest 
shareholder. Wlenerberger of 
Austria. 

The deal, announced as 
the London stock market 
closed, values Ibstock at 
£3Z6.4m (S549m». and is a 13p 


premium to the closing 
share price of 57p last night. 

Wienerberger. Europe’s 
largest brick producer, paid 
66p a share for a 29£ per 
cent stake in the group in 
October when it bought out 
Brierley Investments. 

Philip Mengel. Ibstock 
chief executive, said the 
CRH move resolved a diffi- 
cult shareholder structure 
Tor the group: in detailed dis- 
cussions with Wienerberger 
after its purchase, the Aus- 
trian company had said it 
was unwilling to make the 


same offer to other share* 
holders. 

Wienerberger said it would 
set out Us position today but 
yesterday merely confirmed 
that it was not among the 
shareholders which had 
accepted the CRH offer. 

More than a dozen institu- 
tional shareholders, includ- 
ing Fidelity. M&G and MAM. 
are thought to have 
accepted. 

Although the deal clearly 
reflects the special circum- 
stances at Ibstock. it is also 
part of a wider pattern of 


consolidation within the 
European building materials 

sector. 

While this has previously 
been fragmented, larger 
groups such as Holderbank 
of Switzerland, Lafarge of 
France and RMC of the UK 
are now increasing their 
dominant positions. 

However. Mr Mengel 
emphasised that the acquisi- 
tion by CRH was not in the 
same category as merger dis- 
cussions between companies 
in the same sector - such as 
the talks between Tarmac 


and Aggregate Industries 
which broke down earlier 
this njpnth . In these, a deal 
would be followed by ration- 
alisations and cost savings. 
He will stay on as Ibstock 
chief executive and the exist- 
ing management is due to 
remain in place. 

The .offer document is due 
to be sent to other share- 
holders in early January. 
Wienerberger would have, 
the choice of remaining as a 
minority shareholder, but it 
is bard to see how that 
would fit with the strategy it 


has pursued on other occa- 
sions. 

When it bought its Ibstock 
stake, some analysts expec- 
ted it to make a bid for the 
company which it coaid then 
use to break into the UK and 
US markets. 

Harry Sheridan. CRH 
finance director, said the 

company began looking at 
Ibstock as a possible acquisi- 
tion in February. 

Ibstock was advised by 
Morgan Stanley, while 
CRH’s financial adviser was 
- Dresdner Klein wort Benson. 


Ushers concludes £108m MBO 


By Charies Pretzfik 


Ushers of Trowbridge, the 
Wiltshire brewer and pubs 
group, yesterday agreed to a 
£i 07.8m ($L73m) manage- 
ment buy-out. two months 
after an earlier attempt 
foundered in the turmoil 
sweeping financial markets. 

The buy-out vehicle. Rhe- 
sus. was backed by Alchemy 
Partners, a venture capital 
fund. 

They are offering most 
investors U2p a share. But. 
unusually, three sharehold- 
ers holding a 49.3 per cent 
stake have agreed to accept 
a lower price of just 10£p, 
making an average offer of 
109p. 

These shareholders - 
Schroder UK Buy-Out Fund 
n. SBC Equity Partners and 
lndelec Holding - bought 


into Ushers when they 
backed an earlier manage- 
ment buy-out from Courage 
in 1991. 

The price difference arose 
because Ushers’ independent 
directors could not recom- 
mend an offer lower than 
U2p. but Alchemy would not 
offer more than 109p. How- 
ever. Ushers said the ven- 
ture capitalists accepted the 
lower price to facilitate the 
deal and allow them to exit 
their Investment. 

The UUp-a-share offered to 
most shareholders is barely 
more than the llOp at which 
Ushers floated in March last 
year. The offer is also lower 
than the 117p a share that 
Alchemy considered offering 
in October. 

That deal collapsed 
because the necessary debt 
financing fell away. 


Ushers said the lower offer 
reflected “the continuing 
turbulence in the financial 
markets, together with lower 
than expected profits for 
Ushers for the year ended 31 
October and a deteriorating 
outlook for the UK econ- 
omy. " 

The executive directors 
and Andrew Green, company 
secretary, will receive 
£&25m for their 7.7 per cent 
stake and share options after 
reinvesting £2.4m in Rhesus. 

Roger North, chief execu- 
tive. said the group was 
being taken private because 
it was inadequately valued 
by the stock market 

“The FT-SE small cap 
index in the past year has 
declined by almost 10 per 
cent whereas the FT-SE 100 
has advanced by. almost 20 
per cent. This bas led to 


reduced institutional inter- 
est in our shares and. when 
combined with the fact that 
49 per cent of our ordinary 
shares are owned by our pre- 
vious venture capital back- 
ers. an illiquid market” 

About 20 other companies 
have moved from public to 
private ownership this year. 

Ushers also reported a 29.4 
per cent increase in pretax 
profits for last year to 
£13.4m, which was about 9 
per cent below earlier expec- 
tations. Sales rose 17 per 
cent to ES22U1 awrl pamingc 
increased from 9.6p per 
share to 10.4p. 

Financing for the offer was 
provided by NatWest and 
Pricoa. Rhesus was advised 
by Dresdner Kleinwort Ben- 
son. 

SG Hambro advised the 
independent directors. 
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Strachan may get 
£1.5m after merger 


By Andrew EdgecUffe-Johnson 
in London- and Daniel BdgJer 
In New Yorit 


lan Strachan, chief executive 
of BTR, could receive more 
than £i2m ($2J>m) compen- 
sation if. as expected, he 
steps back to a nan-execu- 
tive role after the engineer’s 
planned merger with Siebe. 

It would be worth twice 
his anniMi salary and bene- 
fit package. 

Documents relating to tbe 
£8.4bn deal, posted yester- 
day, gave the strongest indi- 
cation yet that Mr Strachan 
will relinquish his executive 
role within a year of the 
merger taking effect. That 
would give Siebe's directors 
the upper hand on the board. 

Tbe documents show that 
Mr Strachan signed a lock-in 
agreement last week, 
whereby he will remain as 
executive deputy chairman 
of BTR Siebe and cochair- 
man of its integration com- 
mittee for at least nine 
months. 

Thereafter, however, he is 
entitled to become non- 
executive deputy chairman 
and to receive compensation 
for his change of status. 

The documents also dis- 
close that Siebe, the control 
systems and automation 
group, is asking share- 


holders for the authority to 
buy back op to 5 per cent of 
its shares. 

Separately, Highfields 
Capital, which holds 1 per 
cent of BTR, has written 
a second letter to Bob 
Pfliimnp BTR nhairman, in 
which it contends that BTR 
is trying to bring forward 
the shareholder votes on the 
merger in order to consum- 
mate the deal as quickly as 
possible. This would cut the 
time in which a rival bidder 
could strike. 

The votes by Siebe and 
BTR shareholders are sched- 
uled for January 13. 

According to Highfields, 
Mr Strachan told investors 
last month the votes would 
take place in February, 
though BTR and its advisers 
say emphatically that they 
were always scheduled for 
mid-January. 

Nevertheless, Highfields 
concludes: “Given our lack 
of confidence, we remain, 
compelled to vote against 
your proposed business com- 
bination with Siebe.” 

Several UK shareholders, 
meanwhile, said they had 
not yet made up their minds. 
“We have not yet decided 
whether this deal is better 
than nothing”, said one 
large holder that declined to 
be named. 


COMMENT 


Life Assurance 


The grim headlines keep 
mming , but you would not 
know it from the life sector's 
share price performance. 
Indeed the market's reaction 
to the latest bungle has been 
relaxed. Is this sensible? For 
now, yes. The numbers may 
look frightening. Estimates 
for the cost of meeting guar- 
antees on annuity rates 
range up to £10bn. But this 
mispricing is concentrated in 
the mutual- sector,- leaving 
the quoted companies 
whose combined market capi- 
talisation is close to £S0bn - 
liable for no more than £2bn_ 
Moreover, shareholders will 


Life Assurance V 
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pick up only part of tbe tab. Given that they have a 10 per 
cent share of the profits In the with-profits fund, their 
liabil ities should be capped at that. The problem has arisen 
because the companies did not foresee the steep drop in giU 
yields, on which annuity rates are based. Getting sharehold- 
ers to shoulder more of the pain would be unreasonable and 
does not currently seem on the cards. 

Concerns will arise, though, if the numbers start to look 
much worse. As things, stand, quoted assurance companies 
have got the reserves to deal with tbe problem with minimal 
impact to shareholders and policyholders. The profit impact ' 
would be tiny. 

However, the pensions mis-selling scandal has shown how 
original estimates can escalate. Even so, the worst affected 
are stni likely to he those mutuals with smaller reserves to 
cushion tham. As the deal to buy NPI shows, there Is still 
appetite to buy a life mutual that falters. 
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MEPC 

Who needs bankers with a director like David Gruber on 
board? MEPC sold its US property business, and credits Mr 
Gruber for the £50m profit. Mr Gruber’s bard work in drum- 
ming up the best price - and doing himself out of a job in 
the process - was hardly selfless. The deal triggered an 
incentive payment of £5m, on top of the £789,000 as compen- 
sation for loss of office. But Mr Gruber’s incentive was not 
capped. The result is a payment that look unduly generous. 
Furthermore, the incentive deal creates an uncomfortable 
precedent 

If MEPC wants to sell other businesses, their directors 
may want the same sweetener. Shareholders could point out 
that directors would merely be doing their jobs if they, 
fought to secure the best deal for their company. 


Auditor for Bank of Scotland 


Bank of Scotland is to 
chang e auditor from Ernst & 
Young to KPMG, writes 
George Graham. It said it 
wanted all group companies 
to be audited by a single 
firm "and therefore invited 


tenders on this basis”. It will 
seek approval for - tbe 
appointment at its annual 
meeting in June. 

KPMG already audits 
BankWest, the group’s Aus- 
tralian subsidiary. 
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On the bub o( Anicto 6. par. 1 (b) of L2CXXU91.il ta omouncad that ttoArigcHKkkiey Dlalyser Ptart in larism-Greoca (AKDP) Is offered for sate. 
The procedure id be Mowed is total an IntenaBona! RMcTonder Ottering imdHtofcfawtoglMinwtoaxKNom: 
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Tta transaction rates id to Me of AKDP, wttief) is owned sotey by tie Instate of Pharmaceutical Rausch and Technology (PRO, as an 
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spring successful deals 
efficient and timely 
payment 


In today's risk ridden, debt laden trading and 
investment world how will your company equip 
itself in the search for prompt and secure cross- 
border payment? 


w How will you Qive yourself the global knowledge to 
secure more efficient deal closure? 


• And how can you obtain Information you need 
ahead of your closest rivals? 


- Your guarantee of the most up-to-date, accurate 
global coverage of your industry is FT International 
Trade Finance. Published fortnightly by FT Finance, 
it's the report that senior managers wor/d-wide rely 
on as the freshest, most authoritative source of - 
analysis and insight into international trade and 
project finance. 
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W all Street kick-starts Europe 
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Euro-zone stocks moved 
forward yesterday, encour- 
S®S by a firm opening on 
Wall Street and a belief that 
President Bill Clinton would 
see out his term despite his 
impeachment by the House 
of Representatives at the 
weekend. 

An easing of tensions in 
the Middle Bast also helped 
equities. 

Analysts said investors 
wore reluctant to adopt bold 
strategies ahead of the intro- 
duction of the single cur- 
rency In. January. This 


inhibited trading and turn- 
over was light. 

The FTSE Eurotop 300 
uidex of leading European 
^rares rose 30.79 to 1162.75. a 

nse of 2.72 per cent The nar- 
rower FTSE Eurotop 100 
index rose 2681.79 or 2^3 per 
cent. 

The FTSE .Ebloc 100 in dex 
of shares in euro-zone coun- 
tries improved 29.55 or 3.16 
per cent to 964.62. 

The car sector was the 
major mover of the day, fin- 
ishing up 30.68 or 3.64 per 
cent, though the improve- 
ment masked some poor per- 
formances. . . 

BMW recovered ground 
sharply due to what analysts 


said was a technical correc- 
tion after recent falls. The 
stock has rebounded from 
lows -in November, when it 
was hit by concerns over 
losses at Rover, its UK sub- 
sidiary. BMW rose Ecu 60J60 
to Ecu 60655. 

Volvo, the Swedish . car 
maker, moved strongly amid 
continuing rumors it was 
being targe tied by Ford, the 
US car manufacturer. The 
shares rose about i per cent 
In the morning following a 
rise by the same margin on 
Friday when the rumors 
emerged. 

Volvo's share price has 
generally bees weak follow- 
ing last month's anan unwL 


meat that the Swedish car 
maker was slashing 5,300 
jobs. Volvo’s share price rose 
Ecu 7 to Ecu 1853. Peugeot 
finished down Ecu 4 at Ecu 
125.44. 

The construction sector 
was another trig gainer, ris- 
ing by 27.88 points or 32? 
per cent 

Telecommunications also 
rose S&L per cent on a day 
when Hermes Europe Bail- 
tel. a European telecoms pro- 
vider launched the first 
European high-yield junk 
bond since August 

Deutsche Telecom rose 
Ecu 1.40 to. Ecu 27.15, while 
France Ttelecom climbed Ecu 
250 to Ecu 64J9L 
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TuiSSAY 


INTERNATIONAL CAPITAL MARKETS 


Big rise in Japan issues causes sell-off 


GOVERNMENT BONDS 


By Arkady Ostrovsky in London 
and John Labats in New York 


Japanese government bonds 
dipped yesterday after the 

weekend announcement by 
the Ministry or Finance that 
it would double its Issuance 
of bonds to YSl.OOObn to 
fund a record YSl.SSObn 
l$707.7bn) budget in the next 
fiscal year. 

The ministry’s statement, 
combined with a refusal by 
the Trust Fund Bureau, a 


mainstay of the JGBs, to 
take up the bulk of extra 
issuance, increased concerns 
about the country's ability 
to fund its budget and led 
large Japanese banks to sell. 

Laurence MuUdn, at Tokai 
Bank Europe, said: "T he 
market Is looking at an 
unexpectedly large Increase 
in net JGB Issuance to the 
private sector, from an esti- 
mated Y37,400bn this year to 
Y61,000bn in fiscal 1999.” 

*1116 yield on the 203 10- 
year benchmark JGB rose 
almost 19 basis points to 


1.505 per cent, its highest for 
eight months while the yield 
on the 207 10-year JGB was 
up 24.5 basis points to 1.765 
per cent. 

“The Japanese govern- 
ment’s borrowing and spend- 
ing plans are mutually 
exclusive,” said Tim Bond, 
at Barclays Capital “History 
suggests that the Japanese 
private sector will only be 
willing to finance the 
increase in government debt 
at JL5-3.5 per cent” he said. 

US Treasuries were 
sharply lower as investors 


jumped back Into equities 
ahead of the final meeting of 
the Federal Open Market 
Committee today. By early 
afternoon the benchmark 30- 
year bond was down 1*4 to 
102%, sending the yield 
higher to 5.078 per cent The 
lO-year note bad lost 5 to 
1003. yielding 4.650 per cent 

and the two-year note slid £ 

to 1QO&, yielding 4.538 per 
cent. 

A series of factors weighed 
on Treasury prices, includ- 
ing a drying up of liquidity 
heading into year-end. “The 


CB0T chief holds key to Eurex link 

Set-up cost and technology doubts pose threats, write Vincent Boland and Nikki Tait 


T he election this month 
of David Brennan as 
chairman of the Chicago 
Board of Trade, the world's 
largest derivatives exchange, 
has thrown the spotlight on 
the future of the proposed 
alliance between the CBOT 
and Eurex. Europe’s leading 
futures and options market. 

Mr Brennan, a soyabean 
trader and defender of the 
CBOT’s traditional “open 
outcry" trading system, 
unseated Pat Arbor, who had 
held the post for six years. 
Mr Arbor had championed a 
wide-ranging alliance 
between the Chicago 
exchange and Eurex that 
would have led to the Joint 
development of a new elec- 
tronic trading system on 
which to list their products. 

News of Mr Arbor's defeat 
sent shockwaves through 
Chicago and Frankfurt, from 
where Eurex is mastermind- 
ing its drive to be the hub of 
tbe global derivatives indus- 
try. The link with the CBOT 
would ensure Euler's domi- 
nance in Europe and would 
be a further blow to its main 
rival, the London Interna- 
tional Financial Futures and 
Options Exchange (Lilfe). 
While not entirely hostile 


to the proposed alliance, 
unveiled in March, Mr Bren- 
nan bad been critical of Mr 
Arbor's handling of tbe deal, 
which has yet to move 
beyond an agreement in 
principle to link the two 
exchanges. But the hiatus in 
Chicago coincides with set- 
backs for Eurex. which links 
Germany’s Deutsche Ter- 
minbOrse and Soffex. the 
Swiss derivatives markets, 
but is dominated by the Ger- 
man arm. 

The exchange is still 
smarting Cram the rebuff it 
received earlier this month 
from MIF, the Italian futures 
and options market, which 
has signed up to a separate 
pan-European alliance cen- 
tred on Matif. its Paris 
equivalent. 

MIF had been in balks on 
becoming the Italian leg of 
the Eurex system, but offi- 
cials in Milan were strongly 
opposed to Frankfurt's 
attempts to impose its age- 
ing technology on the Mian 
exchange. They opted 
instead for the Euro-GIobex 
tie-up with Matif, which is 
based on French technology. 

The Euro -Globes alliance 
now embraces Paris, Milan 
and Madrid. Cross-trading of 
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the three exchanges' prod- 
ucts is due to begin in the 
first quarter of next year, 
which alliance executives 
say will boost liquidity in 
Futures contracts based on 
euribor, the reference rate 
for interbank lending in the 
euro, the European single 
currency. 


E uro-GIobex is also form- 
ing alliances globally, 
through a tie-up with 
the Chicago Mercantile 
Exchange - tbe CBOT’s fier- 
cest local rival - and an 
expected agreement to 
include the Singapore Inter- 
national Monetary 
Exchange. That will give it a 
base in three time zones, a 
significant advance on what 
other exchanges can cur- 
rently offer. 

Eurex executives said alter 
the CBOT vote that they 
“ assumed ” the deal was still 
on. and a meeting may take 
place early in the new year. 
But sticking points have 
resurfaced, including cost, 
technology and access to the 
proposed new trading plat- 
form. 

A key question is whether 
the joint initiative should 
use existing Eurex technol- 
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last employment report 
pretty much knocked the 
Fed out of any potential eas- 
ing this month, barring any 
external shocks,” said Mar- 
cello Frustaci, at Daiwa 
Securities in New York. 
“The consensus is there wiD 
be uo change [on interest 
rates] tomorrow, so that 
slowed us down a lot.” 

A sharp morning rally on 
Wall Street took the spot- 
light off Treasuries as inves- 
tors showed greater risk-tak- 
ing confidence after the 
House of Representatives’ 


impeachment vote of Presi- 
dent Clinton over the week- 
end. 

European markets closed 
lower, mirroring US Trea- 
suries. The German March 
bund future fell 0.21 to 
115.92, while the March 
future contract on the 10- 
year Italian BTP dropped 
0.41 to 113.69. The UK March 

10-year gilt future settled 

0.3S down at I18J26. 

Phyllis Reed, at Barclays 
Capital, the focus was 
now on today’s meeting , of 
the European Central Bank. 


ogy. This is an issue not just 
in Chicago: Eurex is cur- 
rently addressing complaints 
from some of its 60 London- 
based members about the 
effectiveness of its electronic 
trading system, developed in 
1988, which they claim is too 
slow. 

Some traders question 
whether CBOT’s electronic 
system, known as Project A, 
might not still have merit, 
or, alternatively, whether 
there could be scope for 
doing more co-operative 
work with the Chicago 
Board Options Exchange, 
the world's biggest options 
trading forum which is 
located just yards away from 
its own trading floor. 

The CBOT-Eurex alliance, 
if it goes ahead, will be 
expensive. Rumours at the 
Chicago exchange in the 
past few months - gleefully 
encouraged by competitors - 
put the cost at S80m-$l00m. 
Mr Arbor had insisted, how- 
ever. that the exchange's 
contribution would be 
capped at $2&3m, comprising 
$13.3m for new software and 
$13m for hardware, as the 
two exchanges build an 
enhanced trading platform. 

Mr Brennan has also 



David Brennan: not entirely hostile to a Banco 


expressed many of these res- 
ervations and while be has 
stressed that “the [CBOT-Eu- 
rex] concept sounds good”, 
be has pledged to go in 
whatever direction his own 
members point “If the mem- 
bership approves Eurex, as 
chairman I will honour the 
agreement and do my best to 
make it work in our inter- 
est" 


At various times over the 
past nine months, the CBOT 
board has affirmed Its sup- 
port for the deal. But 
whether CBOT’s member- 
ship would ultimately do 
likewise - under either Mr 
Arbor’s rule or that of Mr 
B rennan, who will take over 
as chairman on January 4 - 
has always looked a difficult 
call. 
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First asset-backed issue 
attracts European interest 


ELECTRONIC TRADING 


Launch in Tel Aviv 


The Tel Aviv Stock Exchange win launch electronic trading 
for government bonds tomorrow, one month ahead of 
schedule, in a move local traders hope wHi boost liquidity 
and attract foreign investors. Short-term Treasury bills 
wane transferred to electronic trading earlier this month, 
which the TASE says has already boosted turnover and 
caused a sharp decline in off-the-floor deals. Dror Shairt, 
TASE vice-president, said the exchange decided to bring 
forward the transfer of ail government bonds after a “suc- 
cessful and smooth" transition for T-bills. Corporate 
bonds, which account for only 7 per cent of the market, 
wftl move to electronic trading next month. Before the new 
system was instituted, bond prices were fixed once a day 
In a daily automated auction. 

Moody's Investors Service last week assigned a first- 
time rating of A2 to shekel-denominated government 
bonds. Moody’s said the rating reflected "Israel’s recent 
history of impressive economic reform and financial con- 
sofidatlon”. However, it said the rating was constrained by 
inflationary pressures, a "difficult" geopolitical environment 
and high pubfic debt Avi MachDs, Jerusalem 
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South Korea stole the limelight on a quiet day for bond 
issues yesterday with the issue of the 'country’s ftst asset-- — 
backed bond. Export Import Securitisation, a special- pur- - 

pose vehicle set up by Korea Export import, issued a two-- - 

tranche floating-note deal which attracted interest from. 
European investors. 

The issue was securitised on a portfolio of promisory 
notes totalling $678m, issued by Importers of Korean 
goods and sold by Kexim, the country’s main export bank, 
to the SPV. The first tranche of $23Qm was priced at six- 
month Ubor plus 1 50 basis points over the rekwant US 
Treasury. The second element of $35m was priced at six- 
month Ubor plus 185 basis points. 

The issue coincides with the announcement by Moody’s 
Investor Services that It 'had placed South Korea's sever- . 
sign ratings on review for passible upgrade - almost a 
year to the day since Korea was rescued with a $58.35bn 
package led by the International Monetary Fund. The US 
rating agency said it would review Korea's long-term for- 
eign currency country ceiling for bonds and notes and the 
ceiling for foreign currency bonds. 

Korea was the first south-east Asian country to tap the 
capital markets since the regional crisis erupted when it - 
floated a $3bn bond In April. The spread on Korea sover- 
eign debt has tightened sharply since the low point in 
September, when the bonds were trading at 1,000 basis 
points over the relevant US Treasury, to about 440 basis 
points yesterday. Khozem Merchant 
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CURRENCIES & MONEY 


Sterling swims with current account 


marketsreport 

By Abm Beattie 

Sterling rose against the 
euro currencies yesterday as 
some apparently reassuring 
current account data com- 
uinud with takeover-related 
D-Mark sales to push it 
higher. 

The pound rose against 
the German currency in 
early European trading after 
the release of data showing a 
hup £2*3bn surplus on the 
UK current account, the sec- 
ond highest on record. 

And it received a further 
boost later on after Calls in 
the D-Mark against the dol- 
lar, rumoured to be con- 
nected to the sale of a stake 
of the Russian utilities com- 
pany Gazprom to Ruhrgas. a 
German business. 

At the end of trading 
hours in London yesterday 
the pound closed at DM2JU.3, 
up from DM2.799 on Friday! 
Against the dollar it finished 
little changed at si .681. 


On closer examination, the 
apparently miraculous turn- 
around in the UK current 
account was related mainly 
to the trading losses suffered 
by foreign -owned banks in 
the City. 

This increased the balance 
on the investment Income 
account to £52 bhUon. which 
exactly matched a record 
deficit on trade in goods. 
“The current account data 
took the market by sur- 
prise," said David Bloom, 
currency economist at 
HSBC. 

"But then it became clear 
that this was only because 
banks and investment 
houses did so badly in the 
third quarter that they had 
to buy an extra £5bn of ster- 
ling to bolster their haiawry 
sheets," he added!. 
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Mr Bloom- said that the 
realisation that this was a 
special factor removed some 
of the support for sterling. 

But the slack was later 
taken up by an abrupt nose- 
dive of the D-Mark against 
the dollar, which took it up 
above DM1.67 and gave ster-. 
ling fresh impetus against 
the German currency. 

Traders said the story in 
the market was that the 
stake taken by Ruhrgas in 
Gazprom necessitated a 
large sale of D-Marks for dol- 
lars to complete the pur- 
chase. at a time when 
extreme thinness in the mar- 
kets made such duals inad- 
visable. 

“With volume like this, it 
doesn't take much to move 
the market,” said one mar- 
ket participant. “And yon 
wouldn't do big trades 
unless you had to." 

■ Despite the impeachment 
of President Clin ton over the 
weekend, the dollar showed 
few signs of renewed ner- 
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vousness yesterday. 

It fell below the Y115 level 
.in late Asian. trading before 
recovering in the London 
session to close at Y116.1. up 
from Its close of Y115.7 on 
Friday. 

One analyst said he 
thought the market’s view of 
the likelihood of Impeach- 
ment was somewhat at odds . 
with the prices quoted by 
spread betting agencies pop- 


ular with traders. 

He said that one of these 
companies was offering 
prices which implied more 
than a 40% chance of resig- 
nation or impeachment.' This 
was much bigbwr than the 
"negligible” chance he 
thought the market gave to 
such an outcome. 

■ A possible upgrade of 
South Korea’s foreign cur- 
rency creditworthiness 
enabled the won to power on 
through the Wonl200 level 
against the dollar yesterday. 

Credit agency Moody's 
said that they were placing 
South Korea's rating under 
review for a possible 
upgrade. 
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The won closed at 
Wool 194.0 at the end of Lon- 
don trading. 

“The news from Moody's 
was the main source of sup- 
port for the won today,” said 
David Simmonds. emerging 
markets economist at Citi- 
bank in London. • 

Mr Simmonds added that 
an upgrade from Korea’s 
current Bal rating would 
take it to Investment grade 
and encourage more capital 
inflows from abroad. 

He said that the country 
now held $49hn in foreign 
exchange reserves, compared 
with less than $l0bn in 
December last year. These 
reserves now comfortably 
exceeded Korea's short-term 
external debt, said Mr Sim- 
monds. 

He added that financial 
sector consolidation had 
been a particular success. 
Along with Thailand, South 
Korea was at the forefront of 
east Asian countries’ efforts 
to reform their economies, 
said Mr Simmonds. 
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COMMODITIES & AGRICU LTURE 


Oil prices sink as Gulf ceasefire reduces risks 


MARKETS REPORT 

By Paul Sotman 


World oil prices sank below 
$1Q a barrel in London again 
yesterday, as the market 
digested signs that events in 
the Gulf were unlikely to 
pose a further threat to sup- 
plies. 

With indications that US 


and British military action 
against Iraq was over, crude 
appeared to be returning to 
its downward trend that has 
taken it to a 12-year low of 
$9.64 a barrel in the past 
month. 

The threat of air strikes in 
the Gulf briefly boosted the 
oil price, though it dropped 
again once the attacks 
began, and Iraq’s exports 


Philippine cigars 
match up at last 

Their improved quality is earning respect 
among aficionados, writes Tony Tassell 


I n the Cuba-centric world of 
cigars, the Philippines has 
not been ranked highly by 
aficionados. Despite a 300- 
vear heritage in cigar manu- 
facturing. the country is 
more often seen as a mass- 
market producer than a cre- 
ator of fine, quality cigars. 

But that is changing. The 
"Made in the Philippines” 
label is starting to earn 
respect and a place in the 
humidor of the serious cigar 
smoker. Us reputation is 
growing to the extent that 
Christie's, the London auc- 
tion house, recently held its 
first sale of non-Cuban 
cigars, which included humi- 
dors of cigars produced to 
mark the Philippine indepen- 
dence centenary. 

While the process of pro- 
duction appears little differ- 
ent from the 19th century, 
when the then Spanish col- 
ony was a big world pro- 
ducer of cigars, the quality 
has improved. This is partly 
thanks to the new partici- 
pants in an industry once 
monopolised by La Flor de la 
Isabela, an offshoot of 
Spain's Tabacalera. 

”ln the past, there were 
some compromises on qual- 
ity. it was a mistake,” says 
Brett Tolhurst. managing 
director of La Flor de la 
Isabela. 

The Australian expatriate. 


who joined La Flor de la Isa- 
bela in 1996. says his com- 
pany has worked bard to 
correct this, and brought in 
an expert cigar producer 
from Cuba to review the pro- 
duction process. Alfredo 
Salinas was one of the origi- 
nal communist party revolu- 
tionaries in Cuba and the 
creator of Montecrista and 
Hoya de Monterrey. 

“Now the quality of our 
c Igors genuinely ranks up 
there with the best," says Mr 
Tolhurst. 

The industry bible, the 
Cigar Aficionado, bas rated 
La Flor de la Isabela's flag- 
ship brand. Don Juan 
Urqulio. at S3 out of 100, pla- 
cing it in the “very good to 
excellent” category. 

Although the Don Juan 
Urquijo is made mostly with 
tobacco imported from Brazil 
and the Dominican Republic, 
other cigars made from Phil- 
ippine tobacco have also 
scored well, including the 
Tabacalera Corona, which 
also received an 88 rating. 

Marketing and distribution 
by the new entrants have 
helped to lift further the pro- 
file of the Philippine cigar. 

In 1994. Gabriel Ripol left 
La Flor de Isabela to start 
Tabaqueria de Filiplnas. He 
now produces about 2m 
hand-rolled sticks a year, 
compared with about 10m by 


under the United Nations 
oil-for-food programme con- 
tinued throughout the con- 
frontation. 

In late trading on Lon- 
don’s International Petro- 
leum Exchange, benchmark 
Brent blend for February 
delivery was $10.14 a barrel 
against Friday's close of 
$10.09. 

It remains about half its 


level at this time last year. 

Robusta coffee futures Ml 
on the London International 
Financial Futures and 
Options Exchange, with the 
March contract ending at 
*1.780 a tonne, *30 lower 
than Friday's close. 

In other coffee news, Bra- 
zil, the world's largest pro- 
ducer, announced its latest 

forecast for the 1999/2000 


crop. The country is expect- 
ing to harvest 23.15m 60kg 
foflgp against the 34L5Sm bags 
forecast for 1998/99. The fore- 
cast was announced after 
the London market had 
closed. 

Liffe'9 March cocoa ended 
£15 lower at £904 a tonne. 
The price has continued to 
fall in spite of forecasts that 

consomption will outstrip 









Cigars on a roll: With a heritage spanning 300 years, Philippine manufacturers have 
worked hard to improve their reputation 


La Flor de Isabela. Apart 
from his own brands, Mr 
Ripol produces two lines of 
cigars Tor a company set up 
by Charles Alcorn, a Texan 
with business interests in 
the Philippines. 

I n a departure from the 
usual practice of adopting 
a Spanish/Latin brand 
identity, the Double Happi- 
ness and Fighting Cock 
brands are marketed as true 
Asian cigars. 

Within a year of their 1996 
launch, annual sales of the 
cigar brands had reached 
more than 500.000. 

The success showed Phil- 
ippine cigars can have their 


own identity,” says Katrina 
Panltlio, who owns the 
Tabac chain of cigar outlets. 
She says identity is the key 
to marketing Philippine 
cigars in a world market 
dominated by brands geneti- 
cally known as “Don 
Nobodies”. 

Mr Ripol says Philippine 
cigars have their own fla- 
vour and style, generally 
milder than their Cuban 
counterparts, which makes 
them a cigar for more fre- 
quent smoking. 

T could smoke six of these 
a day, but even I would have 
trouble doing that with 
Cuban cigars," he says. 

Total production tn the 


Philippines remains small by 
world standards. 

The country's output of 
12 m sticks a year barely 
scratches the surface of the 
US market of about 600m 
sticks for premium hand- 
rolled cigars. 

Philippine cigars still have 
some way to go to compete 
with Cuba, where the entire 
industry, from planting to 
marketing to manufacturing, 

is controlled by a govern- 
ment agency called Habanos 
SA. 

This gives it an edge in 
boosting quality, as the 
government can adopt 
lower thresholds of 
profitability. 


supply this season, though 
some analysts have 
suggested that the market 
movements reflect a change 
in chocolate manufacturers' 
approaches to holding cocoa 
- stocks. 

Gold was “fixed" at *289.65 
an ounce tn London against 
the morning fix Of *289.95 
an d Friday afternoon's 
*292-60. 


On the London. Metals 
Exchange, base . metals, 
closed mixed in low vol- 
umes. Three-month nickel 
finished at *3,885 a tonne 
against Friday’s level of 
*3£10. Copper was down *7 
at *1,472 a tonne. 

Aluminium ended 
unchanged at $1,246 a tonne, 
while lead rose *2 to dose at 
*471 a tonne. - 


By Paul Sotman 

Coffee production during the 
1998-99 season will be cut by 
almost 30 pa- cent In some 
countries because of bad 
weather, according to the US 
Department of Agriculture. 

Guatemala's production 
will be 29 per cent lower 
than last season at 2 £m 60 kg 
bags, mainly because of the 
damage caused by Hurricane 
Mitch, USDA said in Its lat- 
est “Tropical Products: 
World Markets and Trade" 
report. 

The hurricane, which 
swept through central Amer- 
ica at the beginning of 
November, has also cut pro- 
duction in Honduras, where 
the crop is forecast to fall 24 
per cent at 2.3m bags. 

“Prior to the storm, down- 
turn in the production cycle 
suggested that production 
would fall by 10 . per 
cent ... it is estimated that 
-three-quarters of the coun- 
try's plantations were 
affected by the storm," 
USDA said. 

Nicaragua and Costa Rica 
are aim highlighted as hav- 
ing lost production to Hurri- 
cane Mitch. Mexico’s coffee 
crop Is expected to total 
•L95m bags, about the same 
as last season but 11 per cent 
lower than USDA's previous 
estimate In June. 

"The decline from the 


June forecast was. attributed 
to heavy damage caused by 
recent Hooding throughout 
the state of Chiapas, 
Mexico’s principal coffee 
producing state, and in other 
coffee-growing regions,” 
USDA said. 

In spite of the crop dam- 
age, rising output among 
other producers will boost 
world coffee production to a 
record 106 . 8 m bags in 
1998-99, 3 per cent above the 
level for 1997-98 and 6 per 
cent hi ghw than the previ- 
ous record in 1996-97. 

Brazil, the largest grower, 
will produce 35.6m tegs, 51 
per cent higher than last 
season which was lower 
than normaL Colombia, sec- 
ond biggest grower, will pro- 
duce I2^m hags, up 5 per 
cent on last time, while 
Indonesia, third largest 
grower, will see a 6 per cent 
fan in Its crop to 6Bm bags. 

Total arabica bean prodne- j 
tion is put at 73.4m bags, 15 
per cent more than in 
1997-98. while robusta. output | 
is forecast at 33Am bags, l 1 
per cent below last season, i 

USDA puts global coffee 
consumption in 1998/99 at 
102 . 6 m bags, 3 per cent 
below the previous season. 

• US exports of spices rose 
by 15 per cent to *100J3m in 
calendar 1998, USDA said, 
citing increased demand - 
from Canada and Germany. 


Bad weather to 
hit production of 
coffee by 30% 


Supply of 
aluminium 
‘unlikely 
to be cut’ 


By Paul Salman 

Aluminium producers are 
unlikely to take action to 
limit overeupply unless 
there is a prolonged period 
of very low prices, Barclays 
Capital said yesterday. 

In its latest weekly metals 
report, the - group said alu- 
minium prices needed to fall 
considerably below current 
levels of *1,250 a tonne to 
persuade producers to cut 
output 

Barclays said that iid spite 
of . the substantial -supply 
surplus “industry statistics 
present a picture of rising 
primary production and 
recent announcements sug- 
gest that the upward trend is 
likely to continue for some 
time". 

Production growth Is 
almost certain to accelerate . 
over the next few months, 
with Chinese output rising 9 U 
per cent In the first 10 ] 

months of 1999. ■ 

The. problem for the alu- 
minium industry is that, ’ 
from an individual company 
perspective, reduced produc- 
tion even at loss-making 
capacity is not an attractive 
option," Barclays said. 

The high fixed cost of 
operating an aluminium 
smelter - due to the nature 
of supply contracts, power 
costs and a significant por- 
tion of alumina costs are 
very often fixed in the short 
term - means that closure or 
partial cutback at a loss- 
making plant can result in 
even greater losses in the 
short-term. ” 

Barclays said there were 
signs that three-month alu- 
minium prices would foil to • 
a five-year low of *1,037 a j 
tonne on .the London .Metal f| 
Exchange. Forward tight- 
ness - specifically a pre- 
mium for the January 1999 
contract over February - 
had disappeared, and techni- 
cal indicators were weak, 
with the fundamental envi- 
ronment continuing to 
worsen. 
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28975 
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1987 11575 

Juf 

1438 

-6 

1443 

1418 

440 5585 

Jaa 

47525-0725 48700 46.725 1978 

6,147 

Od 
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- 

- 

13 1.009 

M 

29875 

+150 30090 29475 

2515 28,4® 

Sop 
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-8 

- 

- 

50 45® 

TO 

50900-07® 515® 49900 475 
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4378 13,168 

S*o 

30650 

+150 30890 305.00 

181 

1582 

Dk 

1493 

-11 

1494 

1494 

34 5,442 

Aq 

53925-0925 53 5® 52750 373 

2.734 


■ PAUADWH HTWX HOD Tror airoy ot) 

Oac 314S0 +3.10 10 30 

MV 3T1.90 +3.10 312.80 30610 280 2.490 
Jun 306.40 +110 54 

Total 295 2,708 

■ SAVER OMB BJ® Tw Cenawr m 

Doc 486.1 -4.1 4 *j0 406.0 64 79 

Jan 487.4 42 4900 4900 3 52 

Mar 490-5 -42 49B.0 489.5 B9l9 51.494 

May 4939 -42 498 0 493.5 72 6974 

M 4963 -42 501.0 4959 12 6.406 


0k 32300 +2.00 322J0 317.00 8 1,677 

Total 18JBD1T7M 

■ MABEC8TCJOO bu mis catt5Bi brat® 

OK 209.75 -050 21250 207.50 3.338 053 
M* 219.00 -025 219.75 21B.00 37,43017*321 
■tar 226.75 - 227 JS 22SJ5 5503 48,007 

ML 233.00 - 23350 232.00 3587 5S92B 

Sep 23955 -050 24025 23955 1212 11548 

Ok 24500 -025 24550 24425 1554 Z7221 

Total 5532 325,101 

■ BAHtET LFF£ (100 tones £ per tonne) 


M MCAEL S m tonci 



Sep 498 7 -47 5015 5025 2 1.578 

Total 8.1B0 7MBB 
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: 
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i!)1U 20 
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»y 
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- 

- 

42 

(TraimR 

.1115-15 

3900-10 

ENERGY 

M C8UDE ML NWEX 11,000 tarnfe SfcarH) 
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- 

- 

35 
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CM «!iWI 

.1015-20 

390Q, I 3840 

3890-9M 

Rot 

TOW 

8075 -075 

- 

“ 

<5 

0 Bffl 


Mar 1324 —11 - - 3 8975 Oct 

TaW 0582 7*352 Total 

■ COCOA gxq iSWraflanel ^ MFC 

Ok 18 Mon Pm tiqr H* 

LMj 108357 107950 Ma 

■ COffg LIFff (5 tones S/tonrt 

in 1800 -50 1870 1816 2500 13581 To M 

Ifcr 1700 -30 1781 1735 2520 21519 

HU 1715 -30 1730 1707 332 755B 

JM 1699 -30 1711 1885 7 1566 

Sap 1683 -30 - - 094 , 

HR 1667 -30 - - - 253 LUP 

TOW 5,769 44,756 Strike 

■ C0n& U* CSCE (3750H& cmtaM® _ . . 


Oct 53590+0325 5X300 52560 238 1580 

TaKI 6577 44567 

■ PORK BRUES QC (40, COOKs: tentaHa) 


41.175 - 1.450 415Z5 40500 715 

41.175- 1525 41500 40250 144 

42575-1550 44550 42X25 78 

45.100-1.400 45.100 44550 96 


TS 4579 
44 1544 

78 856 

96 554 

M 7587 


LONDON TRADED OPTIONS 

SMnpfcaStmu — Cafla— — pm* — 


ftrn rt 69 141 

l.-til — idv A«ru*rr 21 jtfi 

■ TM i* 1M MWfl 
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>lrf) ta 51651514(1 

W QIT* id 5145-50 5155-GO 

rt-s 1 5155-60 

iW* v4 iari»o 

1:1.4 c.+'i f, ny. 

■ ZHtC, special Mpk grade pn toraw 

liw 0415-4 5 4W-5 

rtrikur. <1N 40 95940 

iu.?iUa 063 9B4 

SB OfoH <U3 V44 5 . W4-65 

• rip Kb-r 

1*1-11 an 34,7f.r 

1i-I.ll J.* Ii/K ut 21769 

■ C0WP>, gage A C . pn (kbm) 

1440 5-115 1471-72 

P: ro-nr- 1443 5 0 '■ 14 7B-9 

HnhVn* 147&1467 

SMtlfiSi 144.7-41 unrrs 
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Open m ini TUj 

li-CI 3V1 lurwi f4< IM 

■ LME AM OffleW CIS rate: 1.GMI 
UK Ctetog V% rale 16810 

Tfar i ofi® : kt; i t g mao itniginit isroa 


i wsh emme eowa icomet. 

sen Days Open 

Drier dUnga Woh Low W U 

BC rr-Ci +P«r. P4 70 5-16 1.144 

n -+7 til « 00 65 40 I® 3 735 

*> M-riO +0 10 0&S1 |*15 104 2.171 

or (41 4; .cm *90 66.15 4A44 47.766 

n nr-m -Q in h:is «95 io ij<b 

ar »«:i +n«5 87 » 6700 189 &PJ+* 

«J 9,713 80,170 


UtMtt Oafs 

price change Hgt Lm ht 

Jan T0.JO -025 10.90 10.35 45,713 - 

Feb 11.00 -026 1122 10. S 70.850 

Mar IT 33 -824 IT 57 f I.IO 15.632 ■ 

Apr 11.90 -0 24 11.65 1135 3150 ; 

Mlf 11-95 -0.15 1195 1163 2.756; 

Jus 1209 -024 1223 1135 5.CT ; 

Total 18*7185 
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PRECIOUS METALS 

■ UAfflQR BUUHH MMRET 

(Pncpo matfpQ by W M (MacMa 

QoU-lr.A 0.1 $ pik-e C - 

ora- JV.TJS 213 

iwima S13U-W20 

Vtmrr, r u .*39 « 17 

ttKTmn m 2B995 17 

(HVJfl<0fi .TlL-^ai 

ttn-E L » 

Prrttt OdO 73-29: 20 

loco Lto dm Boh lonAog HaH* 


■ MSO-KlWwa 

SM Bar's Open 

prtea eftanpe Hgt in IW U 

JH 8350 -130 « SO 3225 a.B7B 3dfiSS 

Fab 9630 -128 9725 »>.75 2744 Z6.KB 

Ms 9830 -1£0 99.00 3725 815 14.443 

Apr TOOTS -2.00 10125 9950 701 9.187 

Mar 10100 -1.75 10175 lEUW 1S1 4 533 

Jan 104 75 -225 105.75 10450 408 10.794 

ToW 325B713MS9 

M KAIBRAL (MS (PE iTiP. Uanra gaa zb saim 

Jan 13900 -C(5B0 14 350 13.900 965 5600 

FK 13 S00 -63C0 1130U 1X700 420 5.850 
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■ SOTABEHC CBT SJWOha ws aATO tebtQ 

Jib 54925 +2.00 55150 54000 35291 41909 

Us 55400 *150 55650 54750 15006 400BG 

■to 560.75 +100 56100 S55JI0 2535 15.714 

Jfaf 5SR25 - 570.00 560.75 4511 21.773 
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Jan 23.13 -0.14 2358 2250 11.427 25.424 
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PULP AND PAPER 

■ POiPEX wax mss. 24 Parana 

San Oafs Opaa 

price Omga Mp Los Vai be 

Ms 41560 +300 41300 41560 31 451 
inn 43460 -160 - - - IDT 
TaW 31 582 

FUTURES OATA 

AS tutues £JO SLQfteC Bf CHS 


Minor Metala own umm Bdaxfn 
Europm frpg MiVet, S par pound In 
araretiouse (last vmhi pric«$ at praekets). 
Anthnony: 3065*. S pdr KWW, 1.190- 

1- S60 11.170-16801. Bismuth: min. 
S959*. tome las. ?.8S-32Q Cadmium 
mfn. 99.95%, cents a pound, 18*20. 
Cobalt: MB (ice market rain. 9S.8%, 
11.40-12.00 (11.80-13 00). min. 99.3%. 
3.70-TC-I0 (960-1060). Mercury: min. 
9969%, S per 78 pound fade. 137+145. 
MotrMenum: drummed moMxSc arido. 

2- 50-2.85 P? .50-2.651. SetoMuiK min. 
9as«*. 1.40-2^1. Tuhesttoi «*« 32+42. 
Uranium: Numeo 8-75. VRnMhme mm. 


BE JUICE ween SJOOtemMbU 

10260 -365 10675 10330 1.790 11.115 

1 0330 -3.95 10960 10560 933 9.818 

10850 -420 11 0J0 10660 88 7-389 

10860 -420 - - 22 1648 

109-30 -460 ITI60 11060 7 210 

11330 -420 - - 43 531 

2^43 25X39 


M an COICX. KTWEX, CBT, NYCE, OE. CSCE 
I ft ash 01 an am dar la srtan. Vtatom & 


INDICES 

■ Barton (Bbs 18/9/31 = 10ft 

Dk 21 Dw 18 maaSi ago 
14736 1481.4 14724 

■ CM FoWW Pa» 1967 = 100) 

Dm 18 Dk 17 aonai ego 
19067 19063 

■ SEfl Spat five 1970 = 100) 


0k 18 Dk 77 age 

131.00 131-36 143.16 
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LONDON SPOT MARKETS 
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For solutions to today’s crossword call 0881 430060. 
Calls cost SOp a minute. 


CROSSWORD 

“ No.9,S7f &T by QUARK ‘ 



a aum maL a onaAg. c mMi r onpl 
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ACROSS DOWN 

1, 6 Confusing records I 1 , 14 Investigating when 
locate producing a show of angry? i5-9) 
insincerity (9,5) 2 Anglo thus changes the 

9 Stone used in a violent attack (9) 
attack (5) . 3 Doing tetter than trade 

10 Story that’s natural about a rivals?(lQ) 

bishop (9) 4 The disorderly go in use of 

11 Head to attack vigorously fire (7) 

on board? They take the 5 It’s wayward to slip up at 

one bit of crossword (7) 

12 Nrtwork used m a crane 6 Obstruction put up to con- 

showdown (4) tain a duck (4) 

14 Gen with flu's incorrect 7 French city not quiet on 

takes one in (7) English result (5) 

15 The miner nms after the 8, 23 Cruciferous plant from 

dogro the clergyman's resources? 

17 A m -melody daughter set In (& 5 ) 

harmony fp 13 Trial cut is unusually char- 

19 Points straight to the south itable (10) * 

__ , , U See L down 

20 ^ P ... pgrfafl r ps one ,eft m 16 Cognition to become 

extremes of suspense ( 4 ) veiled*( 9 ) 

22 o n ?> heard 18 Go diwn, look, with a 

2 K PiSi S ? cgree or another honour 

25 Place between Bury and (71 

13 a media lecturer’s certain 

“^S^^" 0Demakmg way of speaking (7) 

nm T ,i a „+ 21 Helplessly drunk, having 

2 ** J® ™ 01 r , • J with a lest head in a game <B) 

agmficant head? ( 5 £) 23 See 8 down 

24 Orders mostly cheese (4) 

fUK? 5® pi™ puzzle on Saturday January 2. 

Solution to yesterday s prize puzzle on Monday January 4+ 
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LONDON STOCK EXCHANGE 


Footsie surge gives traders Christmas surprise 


^I^RBPOBT 

By Stew Thompson, 

UK Stock Market Etfitor 

Id a surprisingly vibrant 
start to what was expected 
to be a week of winding 
down before the Christmas 
break, the London stock 
market made further rapid 
progress yesterday. 

Posting Us fifth straight 
winning performance, the 
FTSE 100 index raced 
through the 5.500 level, set- 
tling a net 134.6 or 2.3 per 
cent higher at 5.S7&5. a rise 
over five sessions of 342 or 
76.2 per cent. 


“It looks as if the tradi- 
tional pre-Christmas run. 
which most people in the 
market had already factored 
into prices, hasn't really fin- 
ished." said one salesman. 

And the big gains were not 
confined to the market lead- 
ers. unlike recent perfor- 
mances that have seen the 
big global institutions chase 
the UK market's front-line 
stocks. 

The FTSE 250 Index, which 
showed a marked reluctance 
to make progress during the 
early part of the session, 
subsequently picked up 
speed to finish the day 31.7 
ahead at 4,7425 - its fourth 


straight gain - while the 
FTSE Small Cap closed at a 
session high of 2.022-5 up 6.5. 

Marketmakers on Lon- 
don’s trading desks were 
generally surprised at the 
pace and power of the 
upsurge across Europe and 
the US. but they all agreed 
Wall Street was providing 
the real backbone. 

The Dow Joses Industrial 
Average followed up last Fri- 
day's 27-point gain, which 
registered ahead of the news 
that President Bill Clinton 
was being impeached by the 
House of Representatives, 
with another powerful per- 
formance early yesterday. 


The Dow raced back 
through the 9,000 level with 
some optimists taking the 
view it may be an track to 
launch an assault on 10,000 
in the new year. 

The market's early good 
showing came amid another 
burst of actual and 
rumoured takeover stories, 
with the main thrust centred 
on the defence/aerospace 
arena where GEC and Brit- 
ish Aerospace were aggres- 
sively bought on the view 
that a Europe-wide restruct- 
uring is not far away. 

Takeover talk also encom- 
passed the retail area, where 
Asda, the supermarket giant. 


made rapid progress amid 
persistent stories that Wal- 
Mart, the US retail group, 
might be about to move into 
the UK. Wal-Mart bid stories 
also impacted on MFI, the 
furniture group. 

Some in London were 
loathe to chase the market 
upsurge, pointing out that 
the big individual share 
price moves had taken place 
in a market lacking 1 real 
liquidity. 

“Turnover wfll shrink and 
it will become very difficult 
to carry out institutional 
business, which will lead to 
erratic share price move- 
ments; it would not take 


much impetus to drive the 
FTSE 100 ova: &00Q, W said 
one. 

There was some hard take- 
over news to keep the mar- 
ket babbling along and soma 
broken dose to the. corpo- 
rate finance scene insisted 
more bids would emerge at 
the start of the new year. A 
manageme nt buyout of Ush- 
ers, the Wiltshire brewer, a 
bid approach for Wace and a 
stake-biinding exercise in 
NIghtfreight produced big 
stock price gains. 

Profit warnings continued 
to cause severe damage to 
sentiment in some areas. 
Turnover at 6pm was 9S&2m. 
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Schroders 
up despite 
warning 

COMPANIES RETORT 

By Peter John, Joel Nbazo 
and Martin Brice 

Schroders moved forward as 
Charterhouse Ttiney slashed 
its full-yenr profit estimates 
for the merchant bank, but 
reinforced its view that the 
shares deserved to go higher. 

The broker likes the fun- 
damental quality of the com- 
pany and believes that over 
the next couple of years it 
will benefit from a surge of 
merger and acquisition 
activity In Asia. 

It says the stock is too far 
below the £20.00 peak 
achieved earlier this year, 
but accepts farther provi- 
sions and a slowdown in the 
second half are likely to 
knock profits. It has reduced 
its full-year profit estimate 
by £b'5m to £225m for the 
current year and by £S0m to 
£2t»m for 1999. 

The shares added 55 at 
£11.45 helped by the squeeze 
in the market and the heavi- 
ly-weighted banking sector. 

Glaxo Wellcome improved 
70 to £20.00 on the back of 
Friday's late US approval for 
its Ziagen Aids treatment. 

There was profit-taking in 
Rexam after the packaging 
group announced it had sold 
its corrugated packaging 
unit to SCA Packaging Inter- 
national for £l95m to pay 
bank debt, in particular bor- 


rowings raised to finance the 
proposed acquisition of PLM 
of Sweden. It closed down 3 
at 161 y,p. 

Prospects of consolidation 
in the television sector sent 
Carlton Communications up 
17V. to 544p. 

One Sunday newspaper 
speculated that regional 
franchises will be swept 
away to be replaced by a sin- 
gle entity competing as a 
national broadcaster against 
the BBC, BSkyB, Channel 4 
and Channel 5. It raised the 
prospect the Carlton could 
merge with Granada and the 
most likely scenario was a 
hostile bid by the latter. 

The speculation gave an 


FT 30 INDEX 


excuse to buyers who like 
the new On-Dlgital network 
and feel that Carlton is 
undervalued. WestLB Pan- 
mtire has a “buy" target of 
586p a share on Carlton, 
which it believes reflects no 
more than a market rating. 
Granada gained 44% to 
£10.78. 

There was little festive 
cheer at Maries and Spencer 
as the prospect of poor trad- 
ing over the usually lucra- 
tive Christmas season 
prompted another wave of 
sharp profit downgrades. 

SG Securities and Teather 
& Greenwood were the latest 
to slash profits forecasts. SG 
cut its current year estimate 
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to £S05m from £860m, with 
numbers for the following 
year downgraded to £885m 
from £9l0m. 

Teather was said to have 
downgraded its current-year 
forecast by £7Bm to £785m 
and is believed to be looking 
for around £940m for the fol- 
lowing year. 

Long considered the sector 
leader. Mfts has hart a miser- 
able year. It stunned the 
market last month by report- 
ing its first profits decline In 
seven years and warned it 
would not meet sales targets 
for this year. 

A recent bitter board room 
battle only served to further 
tarnish its once glittering 
reputation. Having hit a 
high of 619Vfcp in March, the 
shares have retreated for 
much of this year. Tbey 
have underperformed the 
FT-All Share by nearly 39 
per cent and the retail sector 
by more than 25 per cent. 

On an otherwise strong 
day in the market, the 
shares eased 2% to 396%p in 
trade of 5.9m- 

Tour operators were in 
demand yesterday. Shares in 
First Choice gained 13 to 
119‘Ap to make it the best 
performer among FTSE 250 
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constituents. Rival Airtours 
put on 6*A to 380V4p. 

MSB International contin- 
ued to bask in the afterglow 
of its positive trading state- 
ment on Friday as the stock 
gained a further 44V* to 
249%p. The information tech- 
nology recruitment company 
has risen from 140p in two 
days cm investor relief that 
its exposure to the financial 
institutions in the City of 
London would not leave it 
faring a sudden slowing of 
demand as international 
h anks cut back on staffing. 

Dagenham offer 

Dagenham Motors was off 
16 at 151 as ft announced 
a recommended offer from 
Ford and Jardine Motors. 
However, it also issued a 
profits warning. It followed 
the pattern of recent state- 
ments by motor retailers as 
it talked of difficult trading 
conditions in the last quar- 
ter of the year and s^d this 
year's profits would be 
below the £6. 17m achieved 
last year. 

The offer, at I60p a share, 
is subject to due diligence. In 
the face of such sentiment, 
few other vehicle distribu- 
tors managed. to follow. the 
advancing market trend. 

BG missed out an the 
party mood as weekend 
press comment weighed 
down on the stock. 

One newspaper said its 
Transco unit would be critic- 
ised by the industry regular 
tor this week for over- 
charging and could be 


referred to the Monopolies 
and Mergers Commission. 

Salomon Smith Barney 
has raised its share price tar- 
get for the stock to 415p from 
405p but retains its “neutral” 
stance on the stock. The 
shares ended the day 2 lower 
at 392%p. 

Thames Water fell 2 to 
£11.79 as Standard & Poor’s 
reduced its long-term credit 
rating on the company to 
AA-minus from AA_ 

Bid news helped the Small- 
Cap shrug off the effects of 
profits warnings although 
the index underperformed 
the leading indices. 

Photobition announced a 
hostile bid for fellow sup- 
plier of digital services to 
the media, Wace Group. The 
paper part of the offer' values 
Wace at 52-4p a share at last 
night's dosing price, while 
there is a 50p cash alterna- 
tive. Wace. which on Friday 
said it was not in discus- 
sions on a bid, gained 1014 to 
51p. Photobition eased a 
penny to 239p. 

Confirmation from Night- 
freight that fellow transport 
group Jacobs Holdings had 
tnirpn a stake •mnffa the for- 
mer the best performing 
share in the market on 
h 'np as of a bid. NIghtfreight 
rose 6 to 25Wp while Jacobs, 
which yesterday confirmed 
its acquisitive habits by 
announcing the pu rchase of 
two haulage and freight-for- 
warding businesses, was 
unchanged at 58 Vip. 

Printing and packaging 
group Jarvis Porta- said a 
bid approach had' been 
received and the shares, 
which were at 226p earlier 
this year, rose 19K to 96%p. 

The buy-out at Ushers of 
T rowb ridge finally material- 
ised. The Original I17p-a- 
share deal fell apart , amid 
market turbulence this year 
Rnri was resurrected yester- 
day at U2p. Ushers gained 13 
to 110V4p, with Dresdner 
Klein wort Benson said to be 
buying shares in the market 
on behalf of MBO vehicle 
Rhesus. 
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Nonce to the holders of the 

Junior LTndarcd Flaanng Rare Notes 
L' minted Floating Raw Primary Capital Notes 
Undated Rnaang Raw Pnmary Capital Notes Series 2 and 
Undated Fluting Raw Primary Capital Notes Scries 3 
of 

BARCLAYS BANK PLC 

Nunn: n bewbj- given dial Barclay* Capital Finance Limited has resigned 
from m pi wthm n Ascot Bank m rrtpen of the iuBunda« Junior Undated 
FlivKiflg Rate Norn i ihe Tionor Notes"! and to respect of the outstanding 
Undated Rmum® Haw Pomery Capital Notes (the "Series 1 Notes'*), the 
Undated Flooring Rate Prunarj Copitai Noun Senes 2 (the "Scries 2 
Notes"! and the Umiaud Ftaattng Rate Pnmary Capital Notes Series 3 (dx 
“Senes 1 Note*" and. toother with the Senes t Notes and die Senes 2 
Notts, the TrUun Capital Notes") of the Bad: irizb eflea on sad from 
»l»t December and, with the nppttival ofSoaltBuiance Office Limned 
asTrmec fur the holders rt die Jutnur Notes and Phoenix Assurance Public 
Limit ml Company asTkinwc Cor the boldeK of die Prtatry Capital Non, 
the Bonk hat heea qipattuet! m set as die sueenme Agent Bank in respect of 
ihc Ion ior SMcs and the Primsey Cnprtil Nines with eOea on and from 31st 
December 

Daii.il 22nd Dnxmbrr l*lv.8 
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NOTICE 

The United Mexican States 

Vote Becoveqr ffigbts, Series A 

NOTICE K HEREBY CTVEN punuanl to the Focal Agate) 
Agreemndnedasof March 28. [99Q(the “Agreemeot') under wtacfc the 
obme Rifts »oc issued dial die Fiscal Agent has resened a Caksbm 

Report for tbe ftiyncot Date occurring on Decnabet 31, 199? faun the Ib- 
tenutkonJ Mcwott Fatal, b CaknEdon Agent for da: Riches onkr the 
Agreement, idling forth the following amounts- 


Cum 00 ht» 
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11 8282 

ncfewieaOiftce 

USS 

17.7548 

Cunert 0i Fteretaes 
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I.7GZAB9.79I 

6C0SS Base Revenues 

USS 

0 

Excess Pnoe feme 

USS 
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Bawd cpno the Cafaibriou Report the fiscal Agon has calculated hr 
said ftyment Dae die fe&wing amounts: 
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Buying spree 
pushes Dow 
above 9,000 


Europe flics higher in face of low volumes 


AMERICAS 


Investors piled back into 
equities in early Wall Street 
trading, sending tbe Dow 
Jones Industrial Average 
back above 9.000. writes John 
Lahate in New York. 

With tbe House of Repre- 
sentatives' impeachment oT 
President Bill Clinton and 
fourth-quarter earnings sea- 
son imminent, broad equi- 
ties pushed higher. Internet 
stocks were further boosted 
by alliances involving Amer- 
ica Online and Yahoo! 

At midday, the Dow had 
gained 160.68 or 1.8 per cent 
to 9,064.29 while the Stan- 
dard & Poor's 500 index was 
up 18.71 to 1,206.74. 

High-tech shares contin- 
ued to show the most 
impressive overall gains. 
The Nasdaq composite index 
climbed more than £2 per 
cent or 47.83 to 2,133.97. 
helped by networking leader 
Cisco Systems, which gained 
S4 1 ; at ©JJ5 after Donaldson. 
Lufkin & Jenrette raised its 
price target. 

As stocks soared, Treasury 
bonds and notes met with 
selling. The benchmark 30- 
year bond was i‘< lower at 
102%. lifting yield to 5.078 
per cent. 

United Technologies was 
the Dow's strongest compo- 
nent, rising 5 per cent to 


$101 A. followed by DuPont, 
which advanced $2% to $55 ‘4. 

AmGen, the biotech com- 
pany, gained $14*4 to $102% 
alter the company confirmed 
it had won licensing rights 
to an anaemia drug. 

In the internet sector. 
shares of America Online 
rose $Z0£ to $115% after it 
said It had reached a market- 
ing pact with Dell Computer. 
OnSale, the internet -based 
auction company, gained 
$17 A to $60% on tbe news 
that it would provide auc- 
tion content to Yahoo! 
Online bookseller Ama- 
zon.com rose $31A to $317% 

Sharper Image surged $2& 
to $12% after it announced 
an internet agreement with 
marketwatch.com. 

TORONTO rose steadily on 
the back of Wall Street's 
early gains. The 300 compos- 
ite index shrugged off weak 
golds to add 58.58 at 6,411.90 
at the noon calculation. 

Banks led the way up. 
with Royal Bank of Canada, 
rising C$2.70 at GS75-80 and 
Bank of Montreal advancing 
C$1.76 to C$63.50. Among 
drugs stocks, BioChem 
Pharma jumped C$3.25 to 
C$43.25. 

Bullion price concerns 
continued to dog golds, send- 
ing Barrlck down 50 cents to 
C$29.60 and trimming Placer 
Dome by 45 cents to C$17.90. 


EUROPE 

Buoyed by an early surge on 
Wall Street. European mar- 
kets moved determinedly 
higher across the board, 
although the Christmas 
spirit was partly marred by 
season ally lo w volumes. 

FRANKFURT was higher, 
led by an 11 per cent techni- 
cal rebound in BMW. and 
the Xetra Dax index finteh p d 
159.© or 3.4 per cent higher 
at 4^26.70. Trade was, how- 
ever, very light with many 
investors reluctant to com- 
mit themselves to new strat- 
egies ahead of the -Introduc- 
tion of the euro. 

BMW was the day's run- 
away winner, soaring DM119 
to DM1.189 in a technical 
recovery after recent losses. 
Analysts noted the shares 
pulled back to DM1,045 on 
December 11 from DM1283 
on November 27, in part due 
to losses at its British Rover 
unit 

Other car stocks were 
more subdued. Daimler- 
Chrysler rose DM3.95 to 
DM155.45 and Volkswagen 


XmDaxkxtat 


France' y" 
CK 4 & late- 


Netherlands 

AEXMbx ; 





was DM5.10 higher at 
DM130.60. 

Indus trial conglomerate 
Vlag put on 6.7 per cent en a 
busy day. It rose DM63 to 
DM1,000 as Its supervisory 
board agreed the merger 
with Alusuisse. The com- 
pany also confirmed talks 
were underway bn the sale 
of its Kloeckner steel trade 
business to Tbyssen. 

Thyssen. whose increased 
weighting in the Dax index 
took effect yesterday, put on 


DM1090 to DM29635. 

Insurer , Allianz recouped 
DM35J!a of Friday's losses to 
DM587.20. Those had come 
on news it .would swap 
shares with Munich Re. The 
giant reinsurer extended Fri- 
day's gains with a rise of 
DM18 at DM748. 

The technology-rich Neuer 
Markt for smaller companies 
also saw some sharp gains. 
Plambeck Neue Energien, 
which builds .and operates 
generators.' soared DM34 


DM144 In its fifth session of 
gains' since flotation. 

PARIS rose - 111.5 to 
3303.41 on the CAC 40 index, 
a gain of 3 per cent that left 
the benchmark near the best 
of the session. 

Insurer Axa-UAP was the 
hot stock, adding FFrSl or 
73 per cent at FFr755 fol- 
lowed by retail leader Pin- 
a uJ t-Prin temps, where old 
stories about corporate activ- 
ity -sent the shares op FFr63 
at FFrl^OS. 

At the other end of the 
performance charts. Thom- 
son-CSF foil back as inves- 
tors digested tbe small print 
within last week’s restruct- 
uring package. At least one 
locaT broker downgraded the 
stock. Up. from ah October 
low of FFrlCLBO, the shares 
came off FFrlO.lO at 
FFr22930. 

Remy-Colntreau. which 
last week earned upgrades 
as a result of better-tban- 
expected Interims, Jumped 
FFr15.30 or 15 2 per ctmt to 
FFr1148. 

AMSTERDAM climbed 
34.59 or 3.1 per cent to 


1,152.45 on the AKX index, 
heavily influenced by Phil- 
ips, which continued to gain 
on share buy-back plans. 

The electronics giant 
• advanced Fi620-to FI 128.30. 
a two-day rise of almost 13 
per cent KPN rose FI 3.90 to 
FI 90.70 after Salomon Smith 
Barney said the telecoms 
group would be included in 
its European model portfolio. 
"Aegon, one of this year’s 
fastest-moving shares on the 
back of Its pension and Ufo 
assurance operations, gained 
FI 9 A0 at FI 22750. 

ZURICH climbed 2.4 per 
cent but dealers said vol- 
umes were small and an ele- 
ment of window dressing 
was involved. The SMI index 
dosed 166.7 higher at 7470.4. 
The stronger dollar helped a 
range of industrial stocks 
Holderbank was up SFr28 at 
SFr 1,629 and Clariant SFrl3 
higher at SFr637. 

ABB put on SFr35 to 
SFr 1^590, boosted by. specula- 
tion it planned to sell its 50 
per cent stake in Adtranz to 
DaimlerChrysler. 

Food group Nestle rose 


- SFrfiO to SFr2^60 with a • 

n umb er of. analysts predict- 2 
. tag it could top SFr3,000 by V 
the end of the year. ■ 

Alusuisse soared SFrTS. to 

SFrl.630 on the news that 
Vtag's supervisory hoard had 
agreed to a merger. 

Swiss Re rose SFT76 to 
SEiS,447 as it agreed to 
acquire the privately held 
British investment bank 
Fox-Pltt Reltou. ... 

MADRID saw sharp gains 
at telecoms heavyweight 
Telefonica and ended 15.49 
Tij ghw at 836.86 an the gen- 
eral index. 

Telefonica rose Pta2Q0 to 
PtaR390, helped by news if 
would be tbe first- company 
in Spain to offer internet 
voice services. 

panics gained ground, with 
BBV up FtaSO .at Eta2,215 
and Santander adding Ptal40 
at Pta2,735 in spite of relega- 
tion from Lehman Brothers' 
recommended European . . 
portfolio- , 
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Credit re-rating hopes send Seoul soaring 7.7% 


Blue chips in favour 
as Sao Paulo surges 


SAO PAULO continued to 
rally in early trading, bol- 
stered by the strong start on 
Wall Street and last-minute 
position covering by local 
investors ahead of yester- 
day's options expiry. 

At midsession, the Bov- 
espa index was up 2 08 at 
6289, adding 3.1 per cent to 
Friday’s 2 per cent improve- 
ment. Blue chips found 


favour. Petrobras rose 3.8 
per cent to R$137.99 and 
Telebr&s receipts added 4 per 
cent at R$9620. 

MEXICO CITY posted nar- 
row gains in early trading 
with the IPC index adding 
49.39 or 1-3 per cent at 
3890.63 at midsession. Vol- 
umes were said to be wafer- 
thin. Telmex rose 17 centa- 
vos to 24.10 pesos. 


ASIAPAC1HC 

The possibility of an upgrade 
of South Korea's credit rat- 
ings by Moody's sent SEOUL 
stocks soaring 7.7 per cent 
The US credit ratings agency 
said on Saturday it would 
review South Korea’s foreign 
currency ratings for possible 
upgrade, prompted b; 
improved foreign exchange 
reserves and stabilising local 
finawriai markets. 

The composite index shot 
up 40.42 to 565.27 in volume 
up at 358.1m shares. 

TOKYO moved lower, hit 
by President Bill Clinton’s 
impeachment and the 
weaker US dollar, writes 
Deborah Haynes. 

The Nikkei 225 Average 
fell for the first time in three 
days, down 4124 at 1445225 
after fluctuating between 
14.038-70 and Z4J5&82. The 
more representative Nikkei 
300 index lost 060 to 21928, 
while the Topix index of all 
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first-section shares dropped 
228 to 1.09902. 

The continuing strength- 
ening of the yen threatens 
export earnings, with blue 
chips slipping sharply. In 
electronics, Aiwa foil Y14Q to 
Y2 t 92b and Sony, heavily 
reliant on US sales, dropped 
YG0 to Y8.440- Honda slipped 
Y120 to Y3.780 even after the 


US and European launch of 
its hybrid car. 

Reports that Japan's prime 
minister had asked Ichiro 
Ozawa, leader of tbe Liberal 
opposition party and an avid 
supporter of re-instating 5 
per cent sales tax, to join a 
new coalition cabinet next 
year .did little to stimulate 
trade. Volume on the main 


section plummeted 57.45m 
shares from Friday to 
246.42m shares, the second 
lowest level this month. Los-, 
ers outpaced gainers 651 to 
447 With 191 iTTH-hnngpri 

In Osaka -the OSE Average 
slid 135 to 14,792. 

HONG KONG put on 1.7 
per cent in response to Fri- 
day’s surprise local interest 
rate cuts. The Hang Seng 
index gained 169.78 to 
10,396.01 after retreating 
from an intra-day high of 
10,46986. 

■ Analysts noted the rally 
was capped by concerns over 
Wall Street's reaction to the 
impeachment of President 
Clinton. 

Rate-sensitive stocks led 
the way, with property and 
financial stocks to the fore. 
Sentiment was dampened by 
the fact that the rate cuts 
failed to give property sales 
a boost during the weekend. 

WELLINGTON pushed 
highs' for a fifth session as 


investors looked to- tomor- 
row's third-quarter gross 
domestic product numbers. . 

Tbe 40 capital index ended 
39.92 or 2 per cent higher at 
2,062.00.- 

TAIFEI rose 80.17 or 13 
per cent to 6,55828 on the 
weighted index in seasonally 
thin volumes after buying by 
the state-led stock stabilisa- 
tion fund. Turnover was 
muted at T$50bn. 

The best sectors included 
financials and transport 
both of which rose more, 
than 2 per cent 
1 BOMBAY was driven more 
than 3 per cent higher as the 
easing of tensions in the 
Middle East and some good 
corporate news stories 
prompted strong demand 
from foreign funds and local 
speculative investors. Tbe 
BSE-30, index:. climbed 9828 
to2273L37. ' 

Sentiment was boosted by 
two announcements after 
Friday's dose. 


Software group Infoays 
Technologies announced a 
board meeting to consider a 
bonus issue, while Tata Iron 
and Steel said it had decided 
to sell its cement division to 
a French company for 
Rs5-5bn. Both hit their 8- per 
cent ceiling. Infbsys jumped 
Rs214 to Rs2.S89.75 and Tisco 
RS7.75 to RsKM.75. 


- > 

Shares in Johannesburg JU 
pushed higher, with the aUgRj 
share index gaining 493 ■top J 
5J57.7 in spite of another r 
day for steady ' decline, for 
gold shares. . . 

Financials found favour, 
advancing 2 per cent to 
7,7082, and industrials also 
marched higher 'with the-seo 
tor index adding 0.7 per cent 
at 5.932A. 

Golds succumbed to fur- 
ther. bullion jitters, slipping 
1.1 per cent to 911j6. 
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